The use of loyalty programs in the Bulgarian cruise industry by Antonova, Stanka
UNIVERSITÉ DU QUÉBEC À MONTRÉAL 
THE USE OF LOY ALTY PROGRAMS IN THE BULGARIAN CRUISE 
INDUSTRY 
MASTER DISSERTATION 
SUBMITTIED 
IN PARTIAL FULFILLEMENT OF THE REQUIREMENTS OF THE DEGREE 
OF MASTER OF DEVELOPMENT OF TOURISME 
BY 
ST ANKA ANTONOV A 
APRIL 2013 
UNIVERSITÉ DU QUÉBEC À MONTRÉAL 
Service des bibliothèques · 
Avertissement 
La diffusion de ce mémoire se fait dans le~ respect des droits de son auteur, qui a signé 
la formulaire Autorisation de repfodulrs et de diffuser un travail de recherche de cycles 
r;upérfeurs (SDU-522- Rév.01-2006). Cette autorisation stipule qua ccconformément à 
l' article 11 du Règlement no 8 dea études de cycles supérieurs, {l'auteur] concède à 
l'Université du Québec à Montréal une licence non exclusive d'utilisation et de . 
publication de la totalité ou d'une partie Importante de [son] travail da recherche pour 
dea fins pédagogiques et non commerciales. Plus précisément, [l'auteur) autorise 
l'Université du Québec à Montréal à reproduire, diffuser, prêter, distribuer ou vendre dea 
copies da. [son] travail da recherche à dea flns non commerciales sur quelque support 
qua ca soit, y compris l'Internet. Cette licence et cette autorisation n'entralnent pas une 
renonciation de Da] part [da l'auteur] à [ses] droits moraux ni à [ses) droits de propriété 
intellectuelle. Sauf ententé contraire, [l'auteur] conserva la liberté de diffuser et de 
commercialiser ou non ce travail dont [ill possède un exemplaire. ~ 
UNIVERSITÉ DU QUÉBEC À MONTRÉAL 
L'UTILISATION DES PROGRAMMES DE FIDÉLISATION DANS 
L'INDUSTRIE DE CROISIERE 
MÉMOIRE 
PRÉSENTÉ 
COMME EXIGENCE PARTIELLE DE LA MAITRISE 
DEVELOPPEMENT DU TOURISME 
PAR 
STANKA ANTONOVA 
APRIL 2013 
ACKNOWLEDGEMENTS 
Master research often appears a solitary undertaking. However, it is impossible to 
main tain the degree of focus and dedication required for its completion without the 
help and support of many people. 
First and foremost, 1 would like to thank Professeur Benoit Duguay for being my 
supervisor at Université du Québec a Montréal. Without his constructive critiques and 
recommendations, this thesis would not have been the same. 1 appreciate his efforts 
because he offered me ali the necessary guidelines 1 needed in order to achieve this 
academie task. His cheerful spirit and willingness to always help students have helped 
me realize that days can be brightened by one's own positive attitudes despite 
temporary obstacles. 
Second, 1 am very grateful to my parents for having been very supportive of me for 
chasing my goals irrespective of geographical locations and circumstances. Even 
though they wonder why 1 sometimes choose more complex and less-traveled roads, 
their continuous and unconditional support and love have helped me keep gomg 
forward, grow and become a better person. They are always my best mentors. 
Last but not least, 1 would like to sincerely thank to ail respondents for giving me 
answers to my questionnaires and these persons who gave extra support in making 
my work have a better quality. 1 am very grateful to all managers, emise experts and 
employees of travel agency Tourchance for their unconditional support. 
Finaly, Special thanks to all ali my friends for their caring support, help, advice, 
encouragement and unconditional love. They have listened to me with an open mind, 
have given me helpful comments and have encouraged me to widen and deepen my 
ideas. 
Il 
My days at Université du Québec a Montréal have been a truly fulfilling life journey 
filled with "happenings" within and outside the academie environment. 1 have learned 
so much about myself and "how the world works" in a variety of aspects. With these 
invaluable lessons in rnind and thoughtful people around me, 1 could complete this 
dissertation and the degree. 
TABLE OF CONTENTS 
ACKNOWLEDGEMENTS ....... ............ ... .. .. ........ .... ... ........ ... ..... ... ....... .... .... ..... .. ... I 
TABLE OF CONTENTS ..... ..... ..... ........ .... ... ..... ... ... .... ......... ..... ....... ..... .... .. ....... .. III 
LIST OF FIGURES ... ... ...... ... .. ..... ... ..... ........ ..... .................... ... .... .. ... .... .... .......... VII 
LIST OF TABLES ... .. ......... .. ....... ........ ... ..... ...... .. .. ... ............. .... .... ....... .... ...... ...... IX 
ABSTRACT .... ....... .. .... ....... .. ... .. ... ....... .. .. .. .. .. .... ....... .. ....... ..... ..... .. ... .. ..... ........ ..... 13 
INTRODUCTION .. ...... ...... ..... .. .. .. ...... .. .. .. ..... ..... ..... ...... .. ...... .. .... ... ..... ... .. ..... ...... 14 
CHAPTER 1 PROBLEM STATEMENT ...... .. ... ... ...... ......... .. ...... .. ..... .... ... ...... 6 
1.1 Purpose ... .... ..... .. .......... .... .... ..... ..... .... .... ....... .... ... .... ..... .... .... .... ..... .. ..... ..... ....... . 6 
1.2 Research objective ...... .. .... ... .. .... .... .... ... .. ..... .... ................ .... ..... ............. ... ....... . 7 
1.2.1 Research sub-objectives: .... ... ...... .. ... .... .. .......... ... ....... ... .. ..... ... ... ........ ...... ..... . 7 
1.3 Working hypotheses: .... ... ............... .... ..... .......... .. .... .... ..... .. .... .. ..... ... ... ...... ...... .. 8 
CHAPTER 2 SERVICES. CHARACTERISTICS. TYPES .. ... ............... ..... ... .. 9 
2.1 Definition of services .... ... .. ... .... .. ... ... ... ...... ..... ...... ...... ... ...... .. ... ...... ... ..... ... ....... 9 
2.2 Services characteristics ... .... .... .. ....... .. .. .. ........ .. ....... ... ..... ... ... ... ... .......... .. .... .... 13 
2.3 Types of services. Classification of services .. .. ... ......... ................... ... .. ...... .... . 19 
CHAP ER 3 HE CONCEPT OF SERVICE QUALI Y .... .. ....... ...... .... ..... .. 24 
3.1 Defining quality. Service quality ..... .. ....... .. ... ... .. ... .... ........ ... ..... ........... .......... 24 
3.2 The conceptualization of service quality ..... .. .. ....... ...... ... .... ... ..... ... ..... ......... ... 29 
3.3 Service quality and customer satisfaction .. .... .... ............. .. .. .. ... ............ ..... ... ... 36 
CHAPTER 4 SERVICE QUALITY MEASUREMENT .. .. .. ...... .. ........ ........... 46 
4.1. Service Performance and Service Benefits .......... ........ .. .. ... .. ..... ... ... .... ..... ..... 46 
IV 
4.2 Gaps model and the role of expectations in service quality .......................... .. 48 
4.3 Service Quality Measurement Models: SERVQUAL, SERVPERF, Zone-of-
tolerance (ZOT) model. ...... .... .. ... .. ... ...... .... .. ... .... .... ........ ... .. ..... ..... ....................... 51 
CHAPTER 5 THE NATURE OF SERVICE RELATIONSHIPS .. ..... .. ... ....... 67 
5.1 What is a service relationship? ........................................................................ 67 
5.2 Types of service relationships ........ .... ... ... ....... ... .......... ... ........... ..... ..... .... ... ... . 72 
5.3 Benefits of building relationship between customers and service provider. .. 73 
CHAPTER 6 CUSTOMER LOYAL TY ....................................... ........ .... ....... 76 
6.1 What is customer loyalty? .... ........................... .............................. ... .... ...... ..... 76 
6.2 Dimensions of customer loyalty ............. ...... ...... ....... ..... ... ............................. 79 
6.3 Different theories of eus tomer loyalty .......................... ......... ............... ... ..... .. 83 
CHAPTER 7 LOYAL TY PROGRAMS ................................. ... .. .. .. .... .. ........ .. 86 
7.1 What is loyalty pro gram? ................ .................................... ..... ....................... 86 
7.2 Different types of loyalty reward programs ............................ ... .. .. ... .. ........... 89 
7.3 The effects of loyalty programs .. ..... ..... ........... ............ .. .. .. ... ...... ..... ............ ... 93 
7.4 Perceived value of loyalty programs ............................................. ............ ..... . 96 
CHAPTER 8 CRUISE LOY ALTY PROGRAMS AND DESCRIPTION OF 
CRUISE INDUSTRY ............................. ............. ............................. .............. 103 
8.1. Overview of emise industry ........ .......... ...... ........... ... .... .... ........................... 103 
8.2. Cruise passenger growth .... ......... ....................................... ..... ..................... 105 
8.3 Segmentation of the world cruise market... ................................................... 107 
8.3.1.''Budget'' Segment: .............. ............................. ..... .............. ............ ........ . 108 
8.3.2. ''Contemporary'' Segment: .. .. .... ............................ .. .. .... ........................... 108 
8.3.3. '' Prernium' ' Segment: ... ... ... ... ........ ...... ...... .... ...... ........... .................. ......... 109 
v 
8.3.4.''Luxury'' Segment: ......... ......... .. ...... ............................................... .......... 109 
8.4. Principal groups of cruise lines ................. .............. ...... .... ............... ........ .. .. 110 
8.5. Cruise Loyalty programs ............................... ........... .. ......... ................ ...... ... 112 
8.5 .1 Rolland America's Mariner Society Rewards Pro gram ... ... ....................... 113 
8.5.2 The Princess loyalty program ...... ..... .. ............................... ...................... .. 116 
8.5.3. Latitudes Rewards is the loyalty program of Norwegian Cruise Line ...... 119 
CHAPTER 9 METHODOLOGY ... ....... .. ....................................... ... ........ ..... 121 
9.1. Research design .................................... .... ................. .......... ......... ... ...... .. ..... 121 
9.2. Data collection technique ............................... ........................................ ...... 122 
9.3. Sampling design ............................. ..... ........................................... .......... .... 125 
9.4 Research instruments ...... ..... ... .... .... ........................... ........ ....................... ... . 126 
9.4.1 Pre- test ............ .... ... ... ...... ........... .... .... .. ..... .. ........... .... ..... ................... ....... 126 
9.4.2. Structure of the questionnaire .. .. .......... ................................. ...... .............. 127 
9.5. Measurement scales ......................... ..... .... .... ............. .. .. ..... .... ................... .. 129 
9.6. Conceptual model and hypothesis ................... .................. .. ......................... 131 
CHAPTER 10 RESULTS ANALYSIS ......................... ... ..... .. ... .................... 133 
10.1 Methods for data analysis .. ....... .... ... ........... .. .. .. .. .... .. ....... .................. ... .. .... 133 
1 0.2. Data findings (Phase 1 and Phase 2) ........... ... ... ... .. .... .................. .. ........ .... 135 
10.2.1. Phase 1: Analysis of qualitati e data ....... .. ........ .. ............. ... .. ... ........ .... .. 135 
10.2.2. Phase 2 Analysis of quantitative data ........ ..... ... ... ... ....... .................... .. .. 140 
1 0.2.2. 1. Anal y sis of socio-demographic characteristics of survey respondents 140 
10.2.2.2. Analysis of customers' perceptions to the cruise company organized the last 
cruise trip ................ .. ... .. ............ .. .......... ... ... .. ....... .. ..... ... .................. .. ........... ...... 149 
10.2.2.3. Analysis of the customers' perceptions to loyalty programs .... ... .. .... .. 151 
10.2.2.4. Analysis of customers' attitudes to loyalty programs when deciding on 
Cruise Company ... ... .. .... ... ........... ... ... ...... ... .. .. ...... ........... .... .............. ........ .......... 153 
VI 
10.2.2.5. Analysis of the evaluation of the each loyalty program identified from 
customer's point of view: .. .......... ... ... ............. ....................... ... .... ... ... .... ............ . 157 
1 0.2.2.5.1. Evaluation of "Rolland America' s Mariner Society Rewards Pro gram" 157 
10.2.2.5.2. Evaluation of Princess Loyalty program, the Captain's Circle ..... .... 159 
10.2.2.5.3. Evaluation of NCL's Latitudes Club .................. .... ... ................. ...... 162 
1 0.2.2.6. Rypothesis tes ting ... ... .. ...... ... ... ..... ..... ..... ... .. ....... ......... ........................ 166 
10.2.2.7 Comparative analysis of the Rolland America's Mariner Society Rewards 
Program, The Princess loyalty program, and the Captain's Circle, NCL Latitudes 
Club .. .. ................. ...... .. .. ... .... .. .. .. ... ... .... .... ... ....... .. .. ....................... .... ... ... ..... ....... 180 
10.2.2.8 Analysis of the strengths and the weaknesses of three loyalty programs 
examined in this study .... ... ..... .... .... ..... .. .. .... ... ... ... ...... .. ......... .................. ..... .. .... . 187 
10.2.2.8.1 Strong points of the programs .... .. .. .. ... ..... ... ..... ........................... .. .... . 187 
10.2.2.8.2. Weak points of the programs .... ... ...... .... ... ...... ........................... ...... . 188 
CRAPTER 11 DISCUSSION AND IMPLICATION .. ............... ....... ... ..... .... 189 
11.1 Discussion of the results ...... ... .. ..... ..... .. .. .. .. .. .... ........ ................... ... ..... .. ... .. 189 
11.2 Conclusion and managerial contributions .......... .. ............... ........................ 193 
11._3 Limitation of study ... ... ... ...... ... .. ...... .... ..... .. .. ...... ........ ................... ... ........... 196 
BIBLIOGRAPRY ............ ...... ... .. .... .. ................. ...... ........ : ... ... ... .. ........................ 198 
APPENDICE!: QUESTIONS FOR IN-DEPTR INTERVIEW ................. .... 251 
APPENDICE 2: SUR VEY FORM .... .. .. ................................... ... ..... ... ............ 252 
APPENDICE 3: SPSS TABLES ......................... ......... .. ........ ............. .... ........ 266 
LIST OF FIGURES 
Figure 3.l.Dimensions of service quality ............................................................. 33 
Figure 3.2. Gronroos' quality model.. ............................................................ .... .. . 35 
Figure 3.3.Latent variables in the ECSI model. .................................................... 41 
Figure 3.4.Latent variables in the ACSI model.. ................................................... 42 
Figure 3.5.Traditional macro-model of customer satisfaction .............................. 42 
Figure 3.6.Model of linkage of customer value chain to customer satisfaction ... 43 
Figure 3.7.Model of the link between satisfaction and value ................... ........ .. .. 43 
Figure 4.l.A dynarnic model of expectations ........................................ ....... ........ 49 
Figure 4.2.The customer gap ................................................................................. 51 
Figure 4.3.The generic SERVQUAL model ................................................. .... .... 53 
Figure 4.4.SERVQUAL model ............................................................................. 56 
Figure 4.5.Zone-of-tolerance model ........... ......... .. ....................... ... ................. .... 63 
Figure 6.1. Phases in the development of customer loyalty and associated 
characteristics .. ........................ .... .. ......... ..... ...... ................. ..... .............................. 84 
Figure 6.2.The expanded ECSI model ..... .... ...... .. .... ... ...... ..................... ............. .. 85 
Figure 8.1 presents the average passenger annual growth rate for the period 1980-
2010 ........ .... ... ....................................... ... ... ....... ... ......................................... ...... 105 
Figure 9.1. Proposed Conceptual Model.. ....................... .................................... 132 
Figure 10.1 Distribution of respondents according the ir gender.. ....... ............. ... 140 
Figure 10.2 Distribution of respondents according their age ................ ........... ... 141 
Figure 10.3 Distribution of respondents according their household income ...... 142 
Figure 10.4 Distribution of respondents according their occupation .. ............... 143 
VIII 
Figure 10.5. Distribution of respondents according the number of the emise trips 
performed during the last three yaers .. .. ..... ... .... ... ........ .... ........ .... ... ... .. ...... ..... .... 144 
Figure 10.6. Distribution of respondents according when was their emise trip. 144 
Figure 10.7. Distribution of respondents according the company which organized 
their last cruise trip .. ..... .. ... ... ....... ... ... ..... .... .. ... ..... .. .. .. .. .. ....... ... ..... ......... .... ... .. ... . 145 
Figure 10.8. Distribution of respondents according the number of loyalty programs 
they are member of .... ... .. .. .. ... .. ..... ..... ... ....... .. ..... .......... .. .. .. ... ..... .... ... ...... ... ..... ... 146 
Figure 10.9. First mentioned loyalty program .... ..... ... ...... .. ... .... .. .... ...... ... ... ... .. . 147 
Figure 10.10. Second mentioned loyalty program .. .... ......... .. .. .. ...... ........ ........ .. 147 
Figure 1 0.11. Classification of factors affecting customers' pure hase behavior 
accordingtheir means ...... .. ..... ... ........ ... ... .. ........... ..... .. ... ... .. .... .... .... .... ....... .... .. ... 149 
Figure 10.12. Classification of these criterions according their means ....... ...... 151 
Figure 10.13 .Classification of loyalty programs' benefits according to the ir means 153 
Figure .1 0.14. Classification of attitudes to the loyalty programs according to the ir 
means ..... ... ...... ... ........ .. .. ...... ... .. .... .. .. .... .. ....... .. .. ....... ..... .. ....... ........... .. .. ....... ... ... 156 
Figure10.15. Rolland America' s Mariner Society Rewards Program ... .... .. ...... . 157 
Figure 1 0.16. Classification of Rolland America' s Mariner Society Rewards 
Program' benefits ...... .. ... ........ .. .. ..... .. ...... .. .. .. .. ..... ... .. ....... .... ... ... ..... ..... .. .... ......... 159 
Figure 10.17.The Princess loyalty program, the Captain' s Circle .. .. .. .. ... .. .. ...... . 160 
Figure 1 0.18.Classification of the Princess loyalty pro gram, the Captain' s Circle 
benefits according to their means .. .. ...... .. .. .. .. .. .. ..... .............. .. .. .... .. ...... ............ .. . 162 
Figure10.19. NCL's Latitudes Club .... .... .. .. ........ .. .. ... .... ....... ....... .. ...... .. .. .. .. .... .. . 163 
Figure 1 0.20. Classfication of the benefits provided by NCL Latitudes Club 
according to the ir means .......... .... ....... ........ .. .. ...... .. .. ............ .... .. ..... ................... 165 
Figure 10.21. Strong points of loyalty programs .... ............. ........ .. ...... ........ ....... 187 
Figure10.22. Weak points of loyalty programs .. .. .............. .... .. .. ... ....... ...... .. .... ... 188 
LIST OF TABLES 
Table 2.1. The evolution of theoretical background of services ........................... 11 
Table 2.2. Services characteristics and their implications for marketing sirategies15 
Table 2.3.Goods vs. services logic .... ... ..... ... ... ... .. ........... ... .. ................................. 16 
Table 2.4.Expanded marketing mix for services ... .................... .... ...... ... .. .... .... ... .. 19 
Table 2.5.Classification of services by the level of contact.. .... .. .......................... 20 
Table 2.6.Classification of services by type of action and by type of recipient ... 21 
Table 3 .1. Garvin' s approaches to de fine quality ...... ... .. ... .. ..... ...... ........ ... ..... ...... 25 
Table 3.2.Basic research topics in the field of service quality ................... ........... 28 
Table 3.3 . Conceptualization of service quality as an independent construct ...... 30 
Table 3.4.Conceptualization of service quality as a multi-level construct .. ... ...... 31 
Table 3.5.Gronroos' ten determinants of service quality .... .... .... .. .. ... .... ... .. ... .. ..... 36 
Table 3.6. Brief description of ACSI and ECSI.. ... ... ...... .... ............... ..... .............. 40 
Table 3.7.Latent Variables of the ACSI and ECSI ................ .......... ..... .. ....... ....... 41 
Table 3.8.Basic research flows in customer satisfaction exploration .... ... .. .... ...... 44 
Table 3.9.The effect of the degree of involvement on satisfaction antecedents ... 45 
Table 4.1.SERVQUAL: the provider gaps .......... ..... ... .. ... .. ....... ........ ....... .. .. .... .... 54 
Table 4.2.Ten components of service quality .... ...... ............................................ . 58 
Table 4.3 .SERVQUAL: dimensions of service quality .... ... .. ...... .... .. ..... ...... .. ... ... 59 
Table 4.4.0utline of theoretical and operational criticisms of SERVQUAL .... ... 60 
x 
Table 4.5.Basic research conducted in the field of service quality using the ZOT 
framework ........... .. ......... ... ................................... ......................... ........ ........... ... .. 65 
Table 5.1 Type of service relationships ..... .. .. ......................... ............................ .. 69 
Table 5.2.Research topics in service relationships ............................ .... ............. .. . 71 
Table 6.1.Key approaches to customer loyalty .. .. .... ... .... .. .... ... ... ...... .. ... ..... ... .. .. ... 77 
Table 6.2.Conceptualization of loyalty ... ..... ..... .. ...... ........................ .... .... ............ 80 
Table 6.3.Service loyalty-related outcomes .. .. ... .. ..... ..... .. .... ........ ........... ....... ....... 81 
Table 6.4.0perationalization of selected service loyalty constructs .. ..... ..... .. ..... .. 82 
Table 7 .l.Basic definitions about loyalty programs ....... ....... ... ... .. .... .... ..... .. .. ..... . 87 
Table 7.2.Types of loyalty programs ........ ..... ....................................................... 89 
Table 7.3.Type of bonds which are used in loyalty programs ... ..... ..... ...... ... .. .. .. .. 90 
Table 7 .4. Types of loyalty programs ..... .. ... ..... ...... ... ..... ... ..... ..... .. .. ... ... ..... .. .. .. .. .. . 92 
Table 7.5.Type of benefits, provided by loyalty programs ... .... .... .. .......... ... .. ..... 100 
Table 7.6.Perceived relational benefits ... .. ... .... ...... ... .......... .. ....... .. ..... .. ..... .. .. .. ... 101 
Table 8.1.Cruise penetration by country 2010 ........................................... ........ . 107 
Table 8.2.Major cruise corporations ..... ... .... ..... ... ........................ ....................... 111 
Table 8.3.Star Mariner's benefits ... .. ....... .. ... ... .... .... ...... ... ... .... ...... ...................... 114 
Table 8.4. Captain's Circle's benefits ...... ... .. ...... .. ...... ... ...... ... .. ... ... ..................... 11 7 
Table 8.5.Latitudes rewards member benefits ................................. ..... ............. . 119 
Table 9.1.Measurement item ............ ........ .... .. ..... ....... ...... ..... ....... ...... ..... .. ...... ... . 130 
Table 10.1.Category of cruise companies .. .. .... ... .... ... ....... ... ... .... .. .. ...... ...... ........ 137 
Table 10.2. Estimation of factors affecting customers' purchase behavior. Means and 
standard deviations of measurement items for each independent variable ......... 148 
Xl 
Table 10.3. Estimation of the cruise company which arranged the last cruise trip from 
customers ' points of view. Means and standard deviations of measurement items for 
each independent variable ...... ..... ....... ..... .... .. .... ..... ...... .. ................... ..... .. ........ ... 150 
Table 10.4. Customers perceptions of loyalty programs' benefits. Means and 
standard deviations of measurement items for each independent variable ......... 152 
Table 10.5. Assessment of customers' attitudes to the loyalty programs when 
deciding on a cruise company. Means and standard deviations of measurement items 
for each independent variable .. ............. ............................................ .................. 155 
Table 10.6. Estimation ofHolland America's Mariner Society Rewards Program' 
benefits from customers' point of view. Means of measurement items for each 
independent variable .... 00 ••• 00 • ••• •••••••••••••••••••••••••••••• ••• ••••••••••••••••••••••••••••••••• 00 ••••••• • 158 
Table 1 O. 7. Estimation of benefits of The Prin cess loyalty pro gram, the Captain' s 
Circle from customers' point of view. Means of measurement items for each 
independent variable ...... .. ........ ......... ...... ... ...... .... .. ...... ......... . 00 •••• • • • •• •• • •••• 00 •• • •• •••• 161 
Table 10.8. Estimation of NCL's Latitudes Club benefits from customers ' point of 
view. Means of measurement items for each independent variable .............. .. .... 164 
Table 10.9. Paired Samples Statistics .... ...... ........ ........ ............. ... ............. ....... ... 167 
Table 10.10. Extract of Paired Samples Test ....... ........ .. .. ........ .... ........ .... ........ ... 168 
Table 10.11. Paired Samples Statistics ... ..... ..... .... ............. : ....... .. ............. .. ..... ... 170 
Table 10.12. Ex tract of Paired Samples Test ....................... ........ .............. ........ . 170 
Table 10.13. Paired Samples Statistics ... ............ ............. .... .............. .... ... ...... .... 173 
Table 10.14. Ex tract of Paired Samples Test.. .... ... ........................ ... ......... .. ...... . 174 
Table 10.1 5. Group Statistics ............... ..... ... ..... .. .. .. ..... .. ........ ... ..... ... ....... .... ...... . 176 
Table 10.16.Extract of Independent Samples Test Output for Gender.. ..... ... ..... 176 
Table 10.17. Group Statistics ... .......... ..... .......... ... ............................. ..... ..... .... .... 178 
Table 10.18. Extract of Independent Samples Test Output for Age .. ...... ..... .. .... 179 
Table 10.19. Comparative analysis of the Rolland America's Mariner Society 
Rewards Program, The Princess loyalty program, and the Captain's Circle, NCL 
Latitudes Club. Means of measurement items for each independent variable .... 186 
Table 11.1. Summarize of the results obtained from hypothesis tes ting ............ 193 
Xli 
ABSTRACT 
In toda y' s business markets, a growmg number of companies develop close 
relationships with their customers to cope with the pressure of increasing 
competition. Over the past few decades, loyalty programs have been widely adopted 
by companies and have become a key component of customer relationship 
management serving a critical role in developing relationships, stimulating product 
and service usage, and retaining customers. But a loyalty program by itself does not 
always guarantee success. Whether it reaches organization ' s aims first of all depends 
on the main thing if the program is beneficiai to its participants and how customers 
perceived the offered relational benefits. 
This study consists of two phases using a sequential study design. In Phase 1, four 
exploratory interviews were conducted with cruise experts to explore their images 
and decriptions of cruise loyalty programs used on Bulgarian cruise market and the 
tactics used in these programs in order to retain customers. In Phase 2, we examine 
the perceptions and reactions of 195 customers in terms of the loyalty programs and 
compare benefits and respondents' evaluation for each loyalty program identified. In 
this Phase, a conceptual model was developed based on the findings of Phase 1 and 
the literature review. Four hypotheses were tested and comparative analysis of 
programs was performed with data collected from a survey of cruise customers in the 
Bulgarian cruise market. 
The results show that the clients ·of the cruise industry in Bulgaria are considerably 
sensitive to priees and priee discounts and they consider a loyalty program as 
unimportant factor when choosing a cruise. The findings suggested that the most 
important factors that influence customers' behavior when purchase a cruise product 
are the itinerary and the priee. Customers attach greater importance to the monetary 
benefits offered by the cruise loyalty programs than nonmonetary ones. The 
comparative analysis of the three loyalty programs -"Rolland America's Mariner 
Society Rewards Program","The Princess loyalty program, the Captain's Circle" and 
"NCL' s Latitudes Club"shows that these programs are very sirnilar and only differ in 
terms of sorne benefits, from customers ' points of view. The customers estimate that 
the three programs are focused on the offering of non-monetary benefits or benefits 
directed to the special treatment towards the client rather than monetary direct 
benefits in the form of priee discounts. 
Key words-loyalty, loyalty program, perceived relational benefits, customer' 
attitudes, cruise companies, estimation of cruise loyalty program form participants' 
point of view. 
RÉSUMÉ 
Dans les marchés d' aujourd'hui, un nombre croissant d' entreprises développent des 
relations étroites avec leurs clients en réponse aux pressions de la concurrence 
croissante. Dans les dernières décennies, les programmes de fidélisation ont été 
largement adoptés par les entreprises; ils sont devenus un élément clé de la gestion de 
la relation client. Ceux-ci jouent un rôle crucial en établissant des relations, en 
stimulant une plus grande consommation de produits et services, et en fidélisant les 
clients. Mais un programme de fidélisation n' est pas toujours une garantie de succès. 
L'atteinte des objectifs de l 'organisation tient principalement au fait que le 
programme offre des bénéfices à ses participants et à la façon dont les clients 
perçoivent les avantages relationnels. 
Cette étude a été réalisée en deux phases selon un plan d'étude séquentiel. En Phase 1 
quatre entretiens exploratoires ont été effectués avec des experts sur les croisières; ces 
entrevues avaient pour objectif d 'explorer leurs images et leurs descriptions des 
programmes de fidélisation utilisés dans le marché de croisière bulgare et les 
tactiques utilisées dans ces programmes pour fidéliser les clients. En Phase 2, nous 
avons exploré les perceptions et les réactions de 195 clients en matière de 
programmes de fidélisation et comparé les bénéfices perçus et l'évaluation de chacun 
des programmes identifiés par les répondants. Dans cette phase nous avons élaboré un 
modèle conceptuel fondé sur les conclusions de phase 1 et sur une revue de 
littérature. Quatre hypothèses ont été testées et une analyse comparative des 
programmes a été réalisée à l'aide des données recueillies dans l'enquête auprès des 
clients du marché bulgare de croisières. 
Les résultats ont démontré que les clients de l'industrie des croisières en Bulgarie 
sont très sensibles aux prix et aux rabais, et considèrent le programme de fidélisation 
comme un fac teur peu important dans le choix d'une croisière. Les résultats 
démontrent que les facteurs les plus importants qui influencent le comportement des 
clients lors de l'achat d'une croisière sont l'itinéraire et le prix. Les clients attachent 
une plus grande importance aux mesures incitatives financières offertes par les 
programmes de fidélisation de la croisière, plutôt qu'aux mesures incitatives non 
financières. L 'analyse comparative des trois programmes de fidélisation - « Rolland 
America's Mariner Society Rewards Program », «The Princess loyalty program, the 
Captain's Circle » et « NCL's Latitudes Club» - démontre que du point de vue des 
clients, ces programmes sont très similaires et ne diffèrent qu'en matière de certains 
bénéfices. Les clients estiment que les trois programmes sont axés sur 1' offre de 
mesures incitatives non financières ou ceux axés sur le traitement privilégié du client 
plutôt que sur des bénéfices financiers sous la forme de réductions de prix. 
Mots clés - fidélisation, programme de fidélisation, bénéfices relationnels perçus, 
attitudes des consommateurs, compagnies de croisière, évaluation de programme d~ 
fidélisation du point de vue des clients. 
INTRODUCTION 
"Services dominate the expanding world economy as never 
before and nothing stands sti/1 " (Lovelock and Wirtz, 2007: xv). 
Delivering high quality service with increasing value and additional benefits for the 
customers is increasingly recognized as a critical factor for success of the firms in 
travel industry. The world of services, as changing, presents a major economie and 
social challenge. The rapid growth, changing consumer behavior, various 
opportunities offered by new technologies and new needs turn the industry into a 
giant production and research "laboratoire" (Averous and Averous, 1998: 11). This 
industry produces offered today services by preparing tomorrow's ones (Averous and 
Averous, 1998:11). The last fifteen years the supply of products and services 
improved substantially. According to Lehu: "Dans un univers commercial en 
évolution permanente, le client a de plus en plus de difficulté à mener et faire avec 
précision son analyse comparative de l'offre" (2003:78). An important fact is that 
consumers are more knowledgeable and increasingly more demanding.They are 
becorning more informed, more interconnected and increasingly intelligent; 
customers know more clearly than ever before what they want from retailers. They 
compare offers, products and different attributes , make choice , and are le s and 
lesser loyal. Such intense competition leads to vigilance on part of the professionals at 
all times. Knowing what the customer expects is the first and possibly most critical 
step in delivering good quality of services (Zeitharnl et al. , 1990). 
The present day' s globalization of tracte coped with the globalization of markets and 
businesses are two undeniable phenomena. Nevertheless the search for a maximum 
competitiveness can help raise the lirnits of global patterns (Lehu, 2009:79). The 
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pursuit of competitive strategie innovations in order to satisfy and retain customers is 
not a luxury but a vital necessity for business success. 
Customer loyalty is a concept gaining more and more attention in today's business 
when loyal customers are considered as an essential component to organizational 
success. (Meyer-Waarden, 2004: 17). The increasing notion about importance of 
loyalty and customer relationship management fits into the context of an increasingly 
open global competition which makes adoption of new customers difficult and costly. 
The fundamental concept of loyalty is based on the preservation of acquired 
customers and their future growth. Loyalty is also define as "l 'ensemble des actions 
différentes d' une entreprise destinées à influencer le comportement d'achat actuel et 
futur d' un client de manière positive afin de stabiliser et d'élargir la relation avec ce 
client," as noted by Homburg and Bruhn (1998 ; cited in Meyer-Waarden, 2004:29). 
Customer loyalty cannat be cashed; it is won by getting the consumer confidence 
through demonstration that various actors in industry are farniliar with customer 
needs and demands at the right time and are able to respond with products and 
services capable to meet their expectations. According to Lehu: "S'assurer une 
relation à long terme avec les clients, c'est construire un avenir." (2003 : 100). During 
the last half century the theme of customer loyalty is studied with increasing interest 
by marketing researchers such as Reichheld (1996), Sharp and Sharp (1997), 
Liebermann (1999) (cited in McMullan, 2005: 471). This is a subject presenting 
many challenges because loyalty can reduce business and financial risks for the 
business, thus increases its market value, and promotes the effectiveness of marketing 
strategy (Trinquecoste, 1996:2). "La fidélisation est l'une des priorités des stratégies 
marketing sur les marchés matures," according to Battais and Benavent (2004:7). 
Retention strategies are marketing strategies that aim to make work all technical, 
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financial or human resources necessary to build a lasting relationship with the 
customer segments with high commercial potential (Brest, 2001 :26). 
' 
In an age where rationality is mainstreamed thus expresses the desire to strengthen 
and stabilize relations with consumers, most profitable companies invest more and 
more in tools for managing customer relationships (Mimouni, 2005:3). This active 
approach corresponds to a long-term process focused to attract, win, retain and 
expand in numbers profitable customers. It results mostly in increasing 
implementation of loyalty programs. These are not a recent phenomenon, but rather 
date from the rnid-nineteenth century (Meyer-Waarden, 2004:2). Initially 
implemented by airlines, the practice of these programs now extends to all sectors in 
tourism. Today, the cruise industry is one of the sectors in the travel industry that 
apply a variety of loyalty programs as an important issue to establish profitable 
lasting relationships with customers and also boost sales of cruise trips, because it 
has become increasingly difficult for cruise lines to gain market share in recent years 
(Dowling, 2007:70).Within an increasingly competitive business environment, it is 
increasingly crucial for cruise companies to understand their clientele needs and 
expectations in order to be successful. The companies in the cruise industry realized 
the importance of valued customer retention and cultivation of customer-centric 
organization as keys to build up market share. 
The rapid development of cruise tourism paired with increasing competition among 
companies in the sector raise the question as how these companies could attract more 
passengers while retaining their loyal customers. One long-term strategy for all 
companies in cruise industry to address this ongoing development is to strengthen and 
develop viable relationships with their customers. Corollary competition is increasing 
selection options for cruise passengers. Thanks to this competition consumption 
patterns and consumers choices have evolved and became increasingly volatile. Thus 
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loyalty programs become a company tool to promote the brand and also a way to 
build a sustainable supplier-customer relationship. The implementation of loyalty 
programs allows the company, through the creation of a lasting relationship, to better 
retain customers and encourage them to buy again a product (Maalej and Roux, 
2008:21). 
By investing in loyalty related activities, most companies seek to seduce and then to 
handle consumers through deferred tangible or intangible benefits and to act 
somewhat like a permanent long-term actor (Rochefort, 2005: 10). By using retention 
strategy the croise lines aim at controlling the strength and quality of relationships 
with their customers by affecting such variables as satisfaction, commitment and 
trust. These constructs are fundamental and important to a healthy and sustainable 
relationship (Vachon et al. , 2007:15). The perception of quality, which is the degree 
of compliance with a judgment of loyalty program compared to consumer 
expectations, influences perceived value and the cumulating of satisfaction (Leroux 
and Pupion, 2007:6). Satisfaction can positively influence the trust and involvement 
of consumers, which are deterrnined as key variables of fidelity (Leroux and Pupion, 
2007:7). 
In order to satisfy consumers and succeed to make them more loyal, croise lines offer 
their clients a program known also as 'loyalty rewards', starting at the end of the first 
trip (Motter, 2010). Companies in the sector propose a variety of loyalty programs up 
to luxurious and very innovative. Each croise line offers a relational reward program, 
packed with benefits, rewards and various pleasant incentives (Motter, 2010) . 
Differences usually relate to the usage of practices selected from the promotional 
techniques, encouraging croise line clients to multiply purchases in order to gain a 
reward and benefits . "La valeur de récompense ou le bénéfice offert déterminent le 
succès d'un programme de fidélisation auprès des consommateurs," point out 
5 
Benavent and Mayer- Waarden (2005: 17). Kivetz and Simonson (2002), Roehm and 
al. (2002), Memon and Voile (2003), Yi and Jeon (2003), and Meyer-Waarden and 
Benavent (2006) agree on the importance to explore the central role of rewards in 
evaluating the effectiveness of a loyalty program. Indeed, a reward system is often 
viewed as a significant motivation that encourages consumers and enhances the 
durability of the relationship with the customer. Rewards for each program may 
differ: as being financial and tangible such as discounts, coupons and gifts; or 
emotional and intangibles such as services and privileges (Meyer-Waarden, 2006: 12). 
Several contributions in the marketing research indicate that the evaluation of loyalty 
programs, made by consumers themselves, is an important factor in the success of 
these programs. Yi and Jeon (2003 :238) show that the perception of value in a loyalty 
program can positively affect customer loyalty for this program and the brand it 
supports. Wirtz et al. (2007: 10) argue that the attractiveness of a program is defined 
as the utilitarian dimension of consumer attitudes toward the program and it has a 
positive effect on this program preferential use by the consumers. Sorne consumers 
are probably more sensitive than others to bonuses, benefits, tangible rewards loyalty 
actions because they are likely motivated by different expectations. Zafar et 
al.,(2012:160) specify that in a competitive market place, understanding customer's 
expectations and preferences is very valuable for the organization success. Kiyani and 
Niazi (2012:492) point out that managers have to focus vigorously on understanding 
customers and satisfying their needs better than the competitors in order to be 
successful in today's increasingly complex and fast-changing environment. 
CHAPTERl 
PROBLEM STATEMENT 
1.1 Purpose 
Long-term relationships between organization and customers and their loyalty 
become the most significant assomption of nowadays business success (Bagdoniene 
and Jakstaite, 2007:51). To achieve customer loyalty and enhance it loyalty programs 
are created, implemented and used. It gains special importance in those fields of 
activities where competition is strong (Bagdoniene and Jackstaite, 2007:51). Cruise 
tourism is one of the fastest growing sectors of global tourism where aU actors face an 
intense and increasing competition. It has become more and more difficult for cruise 
!ines to gain market share in recent years (Dowling, 2007:70). The raising 
development and availability of new and modern technology; the escalating 
expectations and empowerment of the individual; the advent of a global operating 
environment are changing the competitive landscape (Liu,2006:44). The profound 
and fast changes in the business marketplac~ are driving the companies in the cruise 
industry to adopt wider business horizons and gearing more toward customer oriented 
perspectives such as customer reward programs (Liu,2006:44). The purpose is to 
rernind cruise customers that when they need to make a purchase, it will be more 
rewarding if the consumers always buy the same product from the same cruise 
company and not its competitors. But a loyalty program by itself does not guarantee 
success (Bagdoniene and Jackstaite, 2007:51). Whether it reaches organization's 
goals first of aU depends on the principal thing if the program is sufficiently 
beneficiai to its participants (Bagdoniene and Jackstaite, 2007:51). Competitive 
advantages can be gained by leveraging knowledge of customers' reactions and 
- ---------------- -------·-·----··-- -
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attitudes to loyalty programs. Cruise companies have to emphasize a better 
understanding of customers' needs and preferences, and then translate them into the 
capability to give customers what they really need and want (Ojo,2010: 90). Since 
cruise industry has been shown to be increasingly competitive, it is crucial for cruise 
line management and tour operators to examine the variables that influence cruise 
ship passengers to purchase and/or repurchase a cruise vacation (Dowling, 2007:63). 
The purpose of this dissertation is to empirically examine customers' attitudes to the 
loyalty program when purchasing a cruise product, customers ' perceptions and 
preferences to relational benefits provided by these programs and customers' 
estimation of the different types of loyalty programs used in the cruise industry. 
1.2 Research objective 
To explore customer reactions towards different types of loyalty programs on the 
Bulgarian cruise market 
1.2.1 Research sub-objectives: 
To assess the types of loyalty programs used on the Bulgarian cruise 
market; 
To analyze the tactics used in these programs in order to retain customers; 
To assess customer perceptions and attitudes toward the loyalty programs 
used on the Bulgarian cruise market; 
To compare benefits and customers' estimations of each identified loyalty 
pro gram. 
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1.3 Working hypotheses: 
H 1: A loyalty pro gram is an important factor that affects customers' decision 
making to purchase the cruise product; 
H2: Monetary benefits provided by crmse loyalty programs are more 
important for customers than nonmonetary benefits to purchase the cruise 
product; 
H3: Perceived value of benefits provided by loyalty programs differ by 
gender; 
H4:Perceived value of benefits provided by loyalty programs differ by age. 
CHAPTER2 
SERVICES. CHARACTERISTICS. TYPES 
The services marketing literature is a phenomenon driven by a rapidly growing 
population of services marketing scholars (Brown et al., 1994:21) as well as by the 
changing nature of the economy and the needs of management. As the economy has 
become mostly service-based, researchers now consider the marketing discipline as 
being service dorninated. The globalization of services marketing has presented both 
academies and practitioners' challenges and opportunities in this area (Javalgi et al., 
2006:12). 
2.1 Definition of services 
The American Marketing Association (AMA) put forward a definition of service as: 
"activities, benefits or satisfactions which are offered for sale, or are provided in 
connection with the sale of goods" (AMA, 1960, cited in Blankson and Kalafatis, 
1999: 106). The latest definition of AMA 1 for services is qui te extensive and actually 
explains services from two different points of view. The first point of view defines 
services in a counter-parallel with products as "products that are intangible or at least 
substantially so. If totally intangible, they are exchanged directly from producer to 
user, cannot be transported or stored, and are almost intantly perishable". The second 
one focuses on "activities performed by sellers and others that accompany the sale of 
a product and aid in its exchange or its utilization". The second view is supported by 
Stan ton (198 1) who daims th at: "services are th ose separately identifiable, essentially 
intangible activities which provide want, satisfaction and are not necessarily tied to 
the sale of a product or another service" (Stan ton, 1981, cited in Srinivasan et al., 
1 http://www.marketingpower.com/ layouts/Dictionary .aspx?dLetter=S (last visited on 21 April 2012) 
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2004: 2). The difference drawn between services and products is quite often cited and 
presented in specialised literature. Lovelock (2003: 12) states directly that "services 
differ from products". 
The predominant notion is that services differ from products in the sense that they are 
not tangible, (Judd, 1964; Mills and Margulies, 1980; Regan,19.63; Shostack,1977; 
Wilson, 1972) but even that common notion is questioned by sorne au thors (Gronroos, 
2000). What could be said without any doubt is that services tend to be intangible and 
very difficult to evaluate in terms of quality, especially be fore pure hase and 
consumption. In other words, services tend to be low in search quality and high on 
both experience and credence quality (Lovelock, 1996; Zeithaml, 1981; Zeithaml et 
al. , 1993). According to Lovelock and Gummesson (2004: 23) in arder to understand 
services it is not sufficient to compare it to goods, which has so far been common. 
Services are treated with the use of goods terminology, and are defined in comparison 
with goods which does not give room for understanding services on their own 
premises (Mittal and Lassar, 1996). According to Lovelock (2001: 3) services are 
difficult to be defined because of their diversity and intangibility of the inputs and 
outputs. 
That is why; he proposed to use two approaches to define services. The first one 
focuses on service as an act or performance offered by one party to another. Second 
approach determines services as economie activities that create value and provide 
benefits for customers at specifie times and places. 
Period 
pre 
1980 
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Table 2.1. The evolution of theoretical background of services 
Development and basic 
contributions 
Predorninantly conceptual 
publications 
Focus on the nature of 
services and their marketing 
Redefinition of service 
typology 
Exarnination of distribution 
channels for services 
Emphasis on marketing 
function of service firms 
The goods versus services debate 
was dying out in the rnid-1980s 
Deregulation of service 
industries 
Interaction between scholars 
during AMA services 
marketing conferences 
Launch of the Services 
References 
McDowell, 1953; Parker, 1958; Regan, 
1963; Rathmell, 1966; Blois, 1974; 
Judd, 1964 
Donnelly, 1976 
Gronroos, 1979 
L. Berry and S. Brown, 1981, 1982, 1983, 
1985 
1980 
1985 
Industries Journal A. Parasuraman, V. Zeitharnl and L. 
Launch of the Journal of Berry, 1985 
Professional Services 
Marketing 
1980 - Conceptual framework 
A. Parasuraman, V. Zeitharnl and L. 
Berry, 1985 
1985 summarizing the umque 
characteristics of services 
Published significant articles: 
Solomon et al., 1985 
"A Conceptual Model of Normann's (1984) 
Service Quality and Its Gronroos and Gummesson ( 1985) 
Implications for Future Donald W. Cowell (1985) 
Research" 
"A Role Theory Perspective 
on Dyadic Interactions : The 
Service Encounter" 
Published noteworthy books: 
Service Management 
Services Marketing - Nordic 
Period 
1986 -
1994 
Development and basic 
contributions 
School Perspectives 
The Marketing of Services 
Explosive growth in numbers 
of publications and increasing 
empirical and theoretical 
rigour in their content 
Focus on specifie marketing 
problems of service 
businesses: 
• Managing quality given 
the heterogeneity of the 
service experience 
• Designing and controlling 
intangible processes 
• Managing supply and 
demand m capacity 
constrained services 
• Organizational Issues 
resulting from the overlap 
m marketing and 
o_perations functions 
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The most comprehensive and well-grounded view toward the definition of services is 
given by Varga and Lusch (2010, 2008, 2006, 2004) based on their longitudinal 
research on evolution of theoretical logic and paradigms lying behind the term 
"service". They conclude that the diversity of definitions and approaches toward 
services can be divided into two distinctive groups based on different theoreticallogic 
behind them, namely G-D logic (good-dominant logic) and S-D logic (service-
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dominant-logic). Such notion implies moving from a product or output-centric focus 
to a service or process-centric focus in services understanding. 
ln surnmary, services from G-D perspective are typically seen as a restricted type of 
good or as additional features that enhance the value of a good. The most 
distinguishing difference between G-D logic and S-D logic is the conceptualization of 
service as the "application of competences (knowledge and skills) for the benefit of 
another party" (Vargo and Lusch, 2010: 221). 
2.2 Services characteristics 
Services are often difficult to identify and to evaluate, because of their specifie nature 
and complex characteristics. Firstly, quite often services come into existence at the 
same time they are bought and consumed. Secondly, services comprise intangible 
elements that are inseparable. Thirdly, services usually involve customer participation 
in sorne important way. Fourthly, services cannot be sold in the sense of ownership 
transfer. 
According to Kasper (2002: 1051) intangibility can be viewed as a basic 
characteristic of services. As such it determines three other aspects of services: 
inseparability of consumption and production, heterogeneity in quality, and 
perishability. Other au thors (Berry et al., 2002: 4) suggest that service characteristics 
that appear most influential in distinguishing between service types are inseparability 
and heterogeneity. Service inseparability refers to the simultaneous production and 
consumption of a service offering, in which a consumer is generally required to be 
present (Berry et al., 2002: 5). 
According to Gronroos (200 1: 150) the most important characteristic of services is 
the fact that services are processes, not things. Based on his longitudinal research in 
this filed he concludes that other service characteristics such as the fact that 
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consumption and production are partly simultaneous activities and that customers 
participate in the service production process follow from the process characteristic. 
Hence, whereas the consumption of physical products can be described as outcome 
consumption, the consumption of services can be characterized as process 
consumption (Gronroos 1998: 323 ). 
Services have a number of distinctive characteristics which make them different from 
physical goods (Donnelly et al., 1985; Cowell, 1989; Arnott and Easingwood, 1994). 
These include: 
1. Intangibility; 
2. Inseparability; 
3. V ariability; 
4. Perishability; 
5. Ownership. 
Berry 1980, ( cited m Blankson and Kalafadis, 1999: 107) has added non-
standardisation to these characteristics. A summary of these characteristics and their 
implications for marketing is provided in Table 2.2. 
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Table 2.2. Services characteristics and their implications for marketing strategies 
Characteristics of Marketing implications 
service 
Intangibility . Sampling difficulty . No patents possible 
. Strain on promotional . Difficult to judge priee 
element of marketing mix and quality in advance 
Inseparability . Requires presence of . Direct sale 
producer . Limited sc ale of 
operations 
Heterogeneity . Standard depends on who . Difficult to assure quality 
and when provided 
Perishability . Cannot be stored . Problem with demand 
fluctuations 
Ownership . Customer has access to but not ownership of service 
activity or facility 
Standardisation . Difficulty in consistency of service delivery 
Source: Adaptedfrom Blankson, Charles, and Stavros P. Kalafatis. 1999. « issues and challenges in 
the positioning of service brands: a review». Joumal of Product and Brand Management, Vol. 8, No 
2,p. 108. 
Referring to Table 2.2 there is a degree of disagreement in the literature (Blankson 
and Kalafatis, 1999: 108) as to whether sorne of _the characteristics outlined, do, in 
fact, show the difference between products and services. According to Wyckhamet et 
al., 1975 (quoted in Cowell, 1989 and Zeitharnl and Bitner ,1996) a form of 
taxonomy could be built upon the differences of marketing of services and physical 
goods (Table 2.3). 
-----------------------------------------
16 
Table 2.3.Goods vs . services logic 
Goods Services Resulting implications 
Tangible Intangible . Services cannat be inventoried. 
. Services cannat be easily patented . 
. Services cannat be readily displayed or 
communicated. 
. Pricing is difficult. 
Standardized Heterogeneous . Service de li very and customer 
satisfaction depend on employee and 
customer actions. 
. Service quality depends on many 
uncontrollable factors. 
. There is no sure knowledge that the 
service delivered matches wh at was 
planned and promoted. 
Production separate Simultaneous . Customers affect each other. 
from consomption production and . Employees affect the service outcome. 
consomption . Decentralization may be essential. 
. Mass production is difficult. 
N onperishable Perishable . It is difficult to synchronize supply and 
demand with services. 
. Services cannot be returned or resold . 
Source: Adopted from Parasuraman, A. , Zeithaml, V. and Berry, L. (1 985), "A conceptual madel of 
service quality and its implications f or further research", Journal of Marketing, Vol. 48, Fall, pp. 41-
50 (cited in: Zeithaml, et al. , 2006, p. 22) 
According to Kinard and Capella (2006:316) service characteristics that appear most 
influential in distinguishing between service types are inseparability and 
heterogeneity. 
Heterogeneity 
Service heterogeneity infers that all service providers and service offerings are 
somewhat different (Kinard and Capella, 2006: 316). A customer may perceive a 
difference in the quality of a service offering depending on which service provider 
performs the service and where the service is performed. Because of these 
differences, service providers attempt to tailor the service offering to meet the exact 
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needs of the customer (Czepiel, 1990). Services are heterogeneous across time 
because of their predominant dependence on human factor - services frequently are 
produced by humans. Fluctuations in service delivery are quite often because 
frontline employees may differ in their performance daily or even hourly. Customers 
are different too and their perceptions about service differ as well. Thus the service 
heterogeneity is largely the result of human interaction. The main marketing 
implication is the consistency of service quality over time. 
Inseparability (Simultaneous production and consumption) 
Service inseparability refers to the simultaneous production and consumption of a 
service offering, in which a consumer is generally required to be present (Berry et al., 
2002: 5). Most services are sold first and consumed simultaneously. Since customer 
is present while the service is being produced the process of service production and 
delivering is extremely important. Service quality and customer satisfaction highly 
depend on the service process activities which happen in "real time", incl. operations 
of employees and interactions between customers and frontline personnel. Mass 
production is quite difficult but there is a huge opportunity to provide a customized, 
even personalized service. 
Intangibility 
Intangibility is the most basic distinguishing characteristic of services. As such it 
presents several marketing challenges. Services cannot be inventoried, and therefore 
fluctuations in demand are often difficult to manage. Services can be easily copied or 
imitated by competitors since they are not easily patented. The communication to 
consumers, especially quality daims, is quite difficult because services and their 
deferential characteristics cannot be easily displayed. 
----- - -- ---- - ---------------------- -
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Perishability 
Perishability refers to the fact that services cannat be saved, stored, resold, or 
returned. Services are today the dominant form of economie activity. As a 
consequence, understanding how and what aspects of the service impact on 
customers' evaluation is a critical first step (Zeitharnl et al., 1996: 32-33). There are a 
number of service attributes which have been iden.tified as contributing towards the 
customer's overall evaluation, these include the service environment (Bitner, 1990), 
service employees (Bowen and Lawler, 1992; Bowen et al., 1989), and the impact of 
other customers (Booms and Bitner, 1981; Langeard et al., 1987). The problem with 
discussing "how" the service is delivered is that there are both soft and hard 
components of the delivery process. While we can prescribe many "hard" aspects of 
the process, including the sequence of events, the associated behaviours and even the 
words used, there are also many "soft" elements of the service encounter, which 
cannat be prescribed and can dramatically alter the way that the customer perceives 
the service. 
Nowadays, from the G-D perspective most products are partly tangible and partly 
intangible, and the dominant form is used to classify them as either goods or services. 
These cornmon, hybrid forms, whatever they are called, may or may not have the 
attributes just given for totally intangible services. As a consequence, a term 
"augmentation elements" bas been introduced. The augmentation service elements 
frequently help consumers form expectations about core service because they are 
more visible. That is why consumers are likely to rely on them. 
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Table 2.4.Expanded marketing rnix for services 
Element Description Element Description 
Product . Physical good People . Employees 
features v' Recruiting 
. Quality leve! v' Trai ning 
. Accessories v' Motivati on 
. Packaging v' Rewards 
. Warranties v' Teamwork 
. Product lines . Customers 
. Branding v' Education 
v' Training 
Place . Channel type Process . Flow of activities 
. Exposure v' Standardized 
. Intermediaries v' Customjzed 
. Outlet locations . Number of steps 
. Transportation v' Simple 
. Storage v' Complex 
. Managing channels . Customer involvement 
Promotion . Promotion blend Physical evidence . Facility design 
. Salespeople . Equipment 
./ Selection . Signage 
./ Training . Employee dress 
./ Incentives . Other tangibles 
. Advertising ./ Reports 
./ Media types ./ Business cards 
./ Types of ads ./ Statements 
. Sales promotion v' Gu aran tees 
. Publicity 
. Internet/Web 
strategy 
Priee . Flexibility 
. Priee leve! 
. Terms 
. Differentiation 
. Discounts 
. Allowances 
Source: Zeithaml, V.A., Bitner, M., and Cremier, D. Services Marketing: lntegrating Customer Focus 
Across the Firm, 4111 Ed., McGraw Hill, IRWIN, 2006, p. 26. 
2.3 Types of services. Classification of services 
Several service classification schemes based on specifie service characteristics have 
been proposed in past research (Bowen, 1990; Lovelock, 2001). For example, Bowen 
(1990, cited in: Kinard and Capella, 2006: 360) classifies services into three distinct 
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groups: 11 high contact custornized services, 2/ moderate contact non-personal 
services, and 3/ moderate contact standardized services. 
Table 2.5.Classification of services by the level of contact 
Types of services Examples Cri ti cal 
characteristics 
High contact Cosmetics and beauty, hairdressing, Employee knowledge general purpose doctors (farnily 
custornized services physicians) Employee attitudes 
Moderate contact La un dry, dry cleaning, photo Employee knowledge 
non-personal services processing Employee attitudes 
Employee training 
Moderate contact Fast-food restaurants, hotels, movie and efficiency 
standardized services theaters, gas stations, supermarkets Speed, consistency, 
priee savings 
Source: Adapted from Bowen, J. 1990. Development of a taxonomy of services to gain strategie 
marketing insights. Journal of the Academy of Marketing Science, Vol. 18 No. 1, pp. 43-9; Kinard, B. 
and Capella, M. 2006. Relationship marketing: the influence of consumer involvement on perceived 
service benefits. Journal of Services Marketing, 20(6), pp. 360-61; Jones, M.A. , Mothersbaugh, D.L. 
and Beatty, S.E. 2003. The effects of locational convenience on customer repurchase intention ac ross 
service types. Journal of Services Marketing, Vol. 17 No. 7, pp. 701-10. 
One characteristic that appeared most relevant for this purpose was the degree of 
interpersonal contact between the service provider and the customer (Mittal and 
Lassar, 1996: 95). For example, service on possessions is a "lower" contact service 
than service on the person himself/herself. Illustratively, car repair is a lower contact 
service compared to hospital care. We would expect that "functional" quality (e.g. 
"how" the service is delivered) would be more influential in high contact services; 
and "technical" quality (e.g. "what" services are delivered) would be more influential 
in low contact services. Classification of services according to Lovelock and Witz 
(2003: 15) is presented in Table 2.6. 
---------------
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Table 2.6.Classification of services by type of action and by type of recipient 
Direct recipient of service 
Type of People Possessions 
actions 
Tangible People processing Possession processing 
• Passenger transportation • Freight transportation 
• Health care • Repair and maintenance 
• Lodging • Warehousing 
• Beauty salons • Office cleaning services 
• Physical therapy • Retail distribution 
• Fitness center • Laundry and dry cleaning 
• Restaurants/bar • Refueling 
• Bar bers • Landscaping 
• Funeral services • Disposal/recycling 
Intangible Mental stimulus processing Information processing 
• Advertising/PR • Accounting 
• Arts and entertainment • Banking 
• Broadcasting/cable • Data processing 
• Management consulting • Data transmission 
• Education • Insurance 
• Information services • Legal services 
• Music concerts • Programming 
• Ps ychotherapy • Research 
• Religion • Securities investment 
• V oice telephone • Software consulting 
Source: Adapted from Lovelock, Christopher, and Jochen Wirtz. 2003. Services marketing: people, 
technology, strategy. 5th ed. New Jersey: Prentice Hall, (pp. 15, Figure 1-5). 
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Numerous proposais have been made for classifying services (Lovelock, 1983,1994; 
Silvesto et al., 1992; Dotchin and Oakland, 1994a, Cook et al., 1999). According to 
Lovelock and Witz (2001, 2003) a particularly significant classification is based on 
the nature of the process by which service are created and delivered. Table 2.6 shows 
a four-way classification scheme based on tangible actions to either people's bodies 
or customers' physical possessions and intangible actions to either people's minds or 
their intangible assets. Lovelock and Witz (2001 :35), (2003 :16) refer to the categories 
as: 
1. People processing involves tangible actions to people bodies. Example of 
people-processing services includes passenger transportation, haircutting and 
dental working. Customers need to be physically present throughout service 
delivery is desired benefits. 
2. Possession processing includes actions to goods and other physical 
possessions belonging to the customer. Examples of possession processing 
include airfreight, lawn mowing and cleaning services. In these instances, the 
object requiring processing must be present, but the customer needs not to be. 
3. Mental stimulus processing refers to intangible actions directed at people's 
minds. Services in this category include entertainment, spectator sports, and 
education. In such instances, customers must be present mentally but can be 
located either in specifie service facility . 
4. Information processing describes intangible actions directed at a customer's 
assets. Examples of information-processing services include insurance, 
banking and consulting. In this category, little direct involvement with the 
customer may be needed once the request for service has been initiated. 
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Lovelock and Witz (2001 :35) mention that these four types of processes often have 
distinctive implication for marketing, operations, and human resource strategies 
CHAPTER3 
THE CONCEPT OF SERVICE QUALITY 
According to Fisk et al. , 1995 (cited in Jensen,2009: 19) the concept of service quality 
is the most researched area within services marketing literature as a result of the 
rising customer-centric relationship orientation. Customers' evaluation of the service 
quality is critical and important to companies that aim to improve their marketing 
strategies (Iain and Gupta, 2004:26). No business organization can survive without 
building its customers satisfaction and create brand loyalty; likewise no company can 
make a healthy living without meeting the needs and expectations of its customers 
(Ojo,2010:88). The attitudes and feelings experienced by customers via the services 
provided by companies form the perception of service quality (Ramzi and Mohamed 
et al. , 2010: 886). Based on their persona! perceptions of the services, customers 
generally form their experiences and preferences (Ramzi and Mohamed et al. , 2010: 
886). 
According to Ojo (2010:88) service quality helps in strengthening and cementing the 
relationship between customers and the organization and it is a two-way flow of 
value. The author point out that customers recieve real value from the relationship 
which translates into value for the organization in the form of enhanced profitability 
and sustainability over a long period of time. The interest in service quality parallels 
the focus on quality, customer satisfaction and loyalty in business during the last two 
decades. 
3.1 Defining quality. Service quality 
Quality is a difficult and elusive term to define. It has been referred to as a "slippery 
concept" (Pfeffer and Coote, 1991: 1). Quality has been defined from different 
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perspectives and orientations, according to the person making the definition, the 
measures applied and the context within which it is considered (Lovelock and Witz, 
2003:407). Many researchers and practitioners found that quality is difficult to define 
and measure (Rathmell 1966, Crosby 1979, Parasuraman et al. , 1985, Cronin and 
Taylor 1992, Gronroos, 2000). Quality and especially its underlying characteristics 
are difficult to clarify for both customers and suppliers of both products and services 
(Takeuchi and Quelch 1983: 141). Sahney and Karunes (2006: 144) specify that it has 
been defined as "excellence" (Peters and Waterman, 1995), "value" (Feigenbaum, 
1951 ), "fitness for use" (Juran and Gryna, 1988), "conformance to requirements" 
(Crosby, 1979) , "defect avoidance" (Crosby, 1984), and "meeting and/or exceeding 
customers expectations" (Parasuraman et al. , 1985). Operationalisation of quality and 
its features also present serious challenges for academies and researchers who often 
bypass clear definitions to capture this complex construct (Parasuraman et al. , 1985: 
41). From marketing point of view quality approach focuses predominantly on 
satisfaction of consumer preferences (Kuehn and Day 1962, Edwards 1968). Garvin 
1988 (cited in Lovelock and Witz, 2007:419) proposed five approaches to quality: 
transcendent, product-based, user-based, manufacturing-based and value-based 
(Table 3.1). 
Table 3 .1. Garvin' s approaches to de fine quality 
Approach Description 
Transcendent . quality cannot be defined precisely 
. we learn to recognize it only through experience 
Product-based . quality is precise and measurable variable 
. hierarchical dimensions: products can be ranked 
User-based . individual customers have di fferent wants and needs 
. durabi lity 
Manufacturing-based . quali ty means conformance to requirements 
. the main goal is cost reduction 
Value-based Provides performance at an acceptance 
Source: Adopted from Carvin, D. A. (1984). What does "product quality" really mean? Sloan 
Management Review, Vol26,pp. 25-43. 
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According to Williams and Buswell (2003: 47) the majority of service quality 
researchers concentrate on user-based and value-based approaches . Considering these 
two approaches, Gronroos, 1983; Parasuraman et al., 1985 and Juran, 1974 describe 
their respective views of quality as follows: 
1. "Quality is fitness for use, the extent to which the product successfully 
serves the purpose of the user during usage." (Juran, 1974:2-2) 
2. Quality is typically defined as meeting and exceeding customer 
expectations (Gronroos, 1983; Parasuraman et al., 1985) 
Besides the approaches to quality, Garvin, 1988 identifies eight dimensions of 
quality: 
1. Performance- primary operating characteristics, e.g. picture clarity; 
2. Features - supplement characteristics, e.g. free drinks on a plane; 
3. Reliability - probability of a product' s failing within a specified period of 
ti me; 
4. Conformance - internai and external design and operating characters match 
standars, e.g. 'repairs under warranty; 
5. Durability - a measure of product life, e.g. a light bulb; 
6. Serviceability - speed, courtecy and compentence of repair, e.g. 48-hours 
delivery of repair parts; 
7. Aesthetics - look, feeling, sound, taste, etc .; 
8. Perceived quality - consumer' s subjective measure, e.g. ranking brands. 
- ------ -~-~--------c 
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Service quality is a concept that has aroused considerable interest and debate in the 
research literature because of the difficulties in both defining it and measuring it with 
no overall consensus emerging on either (Wisniewski, 2001: 380). Service quality has 
become an important research topic because of its apparent relationship to costs 
(Crosby, 1979), profitability (Buzzell and Gale, 1987; Rust and Zahorik, 1993; 
Zahorik and Rust, 1992), customer satisfaction (Bolton and Drew, 1991; Boulding et 
al., 1993), customer retention (Reichheld and Sasser, 1990), and positive word of 
mouth. The roots of the service quality research exist in early conceptual work from 
Nordic School (Gronroos, 1983; Lehtinen and Lehtinen, 1982), and customer 
satisfaction theory (Oliver, 1980). Most definitions of quality when applied to 
services are customer-centered (Galloway and Wearn, 1998: 36), with customer 
satisfaction being seen as a function of perceived quality (Anderson and Sullivan, 
1993: 128), or perceived quality being a function of customer satisfaction 
(Parasuraman et al. , 1988: 16). 
"The concept of quality bas been contemplated throughout history and continues to 
be a topic of intense interest today" (Reeves and Bednar,1994:419). For decades, 
many researchers have developed a service perspective on quality (Zeithaml, 2009, 
Ramsaran and Fowdar, 2007). There are a number of different "definitions" in a 
research literature asto what is meant by service quality. One that is commonly used 
defines service quality as the extent to which a service meets customers' needs or 
expectations (Lewis and Mitchell, 1990; Dotchin and Oakland, 1994a; Asubonteng et 
al., 1996; Wisniewski and Donnelly, 1996). Chang (2008: 166) describes that the 
concept of service quality should be generally approached from the customer's point 
of view because they may have different values, different ground of assessment, and 
different circumstances. Parasuraman et al. (1990: 19) mention that service quality is 
an extrinsically perceived attribution based on the customer' s experience about the 
service that the customer perceived through the service encounter. Service quality, as 
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perceived by customers, involves a comparison of what they feel the service should 
be (expectation) with their judgment of the service(s) they received (perception) 
(Sasser and Arbeit, 1978a, 1978b; Gronroos, 1982, 1984; Lehtinen and Lehtinen, 
1982; Parasuraman et al. , 1985; Zeitharnl et al., 1985). According to the work of 
' Kumra (2008: 426), service quality is not only involved in the final product and 
service, but also involved in the production and delivery process. Many authors noted 
that service quality can be identified as a key factor for differentiating companies 
operating in competitive industries (Buzzell and Gale, 1987; Reichheld and Sasser , 
1990; Clow and Vorheis, 1993). Research on service quality has been a leading 
subject in the service marketing discipline. The following table 3.2 shows the basic 
research topics in the field of service quality. 
Table 3.2.Basic research topics in the field of service quality 
Authors Research topic 
Parasuraman et al., 1985, 1988; Bolton and Drew, The nature of service quality 
1991a, 1991b; Cronin and Taylor, 1992, 1994 
Cadotte et al., 1987; Churchill and Surprenant, 1982; Customer satisfaction 
Oliver, 1980, 1991; Spreng et al., 1996; Tse and 
Wilton, 1988 
Oliver, 1997 The relationship between service 
quality and customer satisfaction 
Zeithaml et al. , 1996 . Service quality effect on 
behavioral intentions 
Bolton, 1998 . Customer retention 
Danaher and Rust, 1996 . Usage rate 
Anderson, 1996 . Priee tolerance 
Anderson, 1998; Danaher and Rust, 1996 . Word-of-mouth 
Anderson et al. , 1994; Rust and Zahorik, 1993 ; Rust et . Financial impact 
al. , 1995 
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Most of the recent work on service quality in marketing can be credited to the 
pioneering and continuing contributions of Parasuraman et al., ( cited in Brown et al. , 
1994: 34). Their ongoing research2 resulted in development of a conceptual 
framework (the Gaps Model) and a measurement instrument, SERVQUAL, for 
assessing service quality. According to the Gaps Model service quality can thus be 
defined as the difference between customer expectations of service and perceived 
service. If expectations are greater than performance, then perceived quality is less 
than satisfactory and bence customer dissatisfaction occurs (Parasuraman et al ., 
1985; Lewis and Mitchell, 1990). According to Parasuraman et al., (1985, 1986), 
service quality, as perceived by consumers, is the result of a comparison of 
expectations of a service they will receive and perceptions of the performance of the 
firms providing that service. Perceived service quality is then interpreted from the 
degree and direction of the differences between perceptions and expectations (Sasser, 
et al., 1978; Gronroos, 1982). 
3.2 The conceptualization of service quality 
Researchers in the field of services marketing agree that a central topic in service 
research is service quality, which is a cri ti cal determinant of business performance as 
weil as firms' long-term viability (Bolton and Drew, 1991; Gale, 1994). This is 
because service quality leads to customer satisfaction which in tum has a positive 
impact on customer word-of-mouth, attitudinal loyalty, and purchase intentions 
(Grernler and Gwinner, 2000: 93). 
Service quality as an independent construct 
2 
supported by the Marketing Science Institute (www. msi.org) 
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A recent stream of research that has developed over the last few years treats 
perceived customer service as an individual construct. Spreng and Mackoy (1996: 
201) as well as Dabholkar et al., (2000: 142) are among those researchers who have 
pursued this approach. 
Table 3.3 . Conceptualization of service quality as an independent construct 
Authors Respondents Subject of the ~easurernentinstrurnent 
study 
Spreng and Students Assessment of Three seven-point scales 
Mackoy, undergraduate anchored by "Ex tremel y 
(1996:206) advising poor/extremel y good", 
"A wful/excellen t" and "Very 
low/ve~ h!.g_h". 
Dabholkar et Institutional Overall Sc ale of four items, namely, 
al.' (2000: customers perceived "excellent overall service", 
151) quality "service of a very high quality", 
"a high standard of service" and 
"sl..!.Q_erior service in every way". 
The approach to service as an independent concept has as its main advantage the 
simplicity of the assessment process of service quality, particularly for practitioners. 
On the other hand, the basic disadvantage when perceived service quality is treated as 
an individual concept is the tautology of the items that were employed in each case. 
Service quality as a multi-level construct 
An alternative approach in conceptualizing service quality has been proposed by 
Shemwell and Yavas (1999: 66-67). In their view, perceived service quality is better 
conceptualized as a multilevel-hierarchical concept that is comprised of search, 
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credence and experience attributes. According to Buttle (1996: 15) there seems to be 
general agreement that service quality is a second-order construct, which means that 
it is factorial complex, being composed of severa! first-order variables. 
Table 3.4.Conceptualization of service quality as a multi-level construct 
Author Decomposition of service Description 
quality 
Gronroos, Dimensions of Technical quality The outcome quality of the process, 
1982 perceived i.e. the perceptions of the consumer 
service quality about what he/she receives as the 
outcome of the process. 
Functional The process quality, I.e. the 
quality perceptions of the consumer about 
how the process functions itself. 
Reputational It is a reflection of the corporate 
quality image of the service organization. 
Shemwell Attributes of Credence quality lt includes characteristics th at 
and Y a vas, perceived customers may have difficulty 
1999 service quality assessmg even after purchase 
bec au se they do not have the 
necessary knowledge or experience. 
Search quality It includes characteristics th at 
customers may evaluate before the 
purchase 
Experience lt includes characteristics th at 
quality customers may evaluate after the 
purchase 
Brady and Primary Interaction How the service is delivered with 
Cronin, dimensions of quality regard to the interaction between the 
2001 perceived staff from the two companies 
service quality (customer and provider). 
Physical Customers infer quality on the basis 
environment of their perception of the physical 
quality facilities and the surrounding 
environement can have a significant 
influence on perceptions of the 
overall quality of the service 
l 
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Author Decomposition of service Description 
quality 
encounter 
Outcome quality What the customer actually received 
from the provider. 
Lehtinen Components of Interactive Interactive quali ty is an important 
and service quality quality dimension, sm ce it facilitates the 
Lehtinen, interaction of with customers with 
(1982:55- employees and other customers. This 
56) has been a maJor con tri butor to 
future models such as the five gap 
SERVQUAL mode!, which 
measures multiple gaps between the 
firm and the customer. · 
Physical quality This dimension present two physical 
elements- 1 )the physical product th at 
is consumed during the production of 
the service 
2)the physical support consists of the 
physical as sets th at support the 
production of the service 
Corporate It represents the reputation of the 
quality firms in the yeses of the customers. 
It JS more stable th at the other 
dimensions and may be the only 
dimension a customer uses to 
determine possible expected quality 
Lehtinen, Elements of Process quality It is is judged by a customer during a 
1983 service quality service. 
Output quality It is is judged by a customer after a 
service has been performed. 
Hedvall and Dimensions of Willingness and n.a. 
Paltschik, service quality ability to serve 
1989 Physical and n.a. 
psychological 
access 
Leblanc and Components of Corporate image The customers' v1ew of the 
Nguyen, service quality company. 
1988 Internai n.a. 
organization 
Physical support n.a. 
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Au thor Decomposition of service Description 
quality 
of the service 
producing 
system 
Staff/customer n.a. 
interaction 
Lev el of n.a. 
customer 
sati sfaction 
Figure 3.1 surnmaries different authors' points of view toward service quality by 
schematically presenting a categorisation of the dimensions of service quality as 
suggested by them. 
Quality 
Dimension 
Wh at 
How 
Lehtinen and 
Lehtinen (1982) 
Physical 
Quality 
Interactive 
Quality 
Gronroos 
(1982) 
Technical 
Quality 
Functional 
Quality 
Perceived Service Quality 
Figure 3.1.Dimensions of service quality 
(Lehtinen) 
(1983) 
Process 
Quality 
Output 
Quality 
Berry et al 
(1985) 
Outcome 
Quality 
Process 
Quality 
Source: Kang,Gu-Di, The hierarchical structure of service quality: integration of technical and 
functional quality, Managing Service Quality, 16/1, 2006, p. 40 
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In addition to the notion of a multidimensional perspective, Dabholkar et al. (1996: 
141) proposed that perceptions of service quality are also multilevel. They identified 
and tested a hierarchical conceptualization of retail service quality that proposed three 
levels: 
1. a customer's overall perception of service quality; 
2. primary dimensions; and 
3. sub dimensions. 
The view that service quality results from customers' evaluation of the serv1ce 
encounter prevails in the literature (Cronin and Taylor, 1992; Parasuraman et al., 
1985). Under this perspective, researchers agree that service quality is best 
represented as an aggregate of the discrete elements from the service encounter such 
as reliability, responsiveness, competence, access, courtesy, communication, 
credibility, security, understanding, and tangible elements of the service offer (Cronin 
and Taylor, 1992; Dabholkar et al., 2000; Parasuraman et al., 1985). 
Perceived service quality 
The perceived service quality model was first presented in English in 1982 by 
Gronroos (1982: 33) from the Scandinavian school of thought. Gronroos (2001: 151) 
proposed to use terms technical and functional features of services instead of 
technical and functional quality as well as model of perceived service features instead 
of model of perceived service quality (Figure 3.2). 
Perceived Service Quality 
Expected Service 
Image 
Market communication 
Word of mouth 
Customer need 
Figure 3.2. Gronroos' quality mode! 
Experienced 
Service 
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Source: Gronroos, Christian. 1988. «Service Quality: the six criteria of good perceived SQ». Review 
of Business, Vol.9, No (3), pp. 11 
According to total perceived service quality mode! developed by Gronroos, perceived 
quality of a service is not only affected by the experiences of the quality dimensions 
that the consumer used for evaluating whether quality is perceived as good, neutra!, 
or bad. lt is also affected by the perceived quality of given service as weil as the 
outcome of the evaluation process. Based on the results of his study, Gronroos, 1983 
(cited in Carlsson and Kabir, 2010: 16) identifies ten determinants of service quality 
(Table 3.5). 
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Table 3.5 .Gronroos' ten determinants of service quality 
Determinant Description 
Reliability It is connected to the consistency of performance and dependability. lt is 
determined if the company give the service in the right way the first time 
and keeps to its promises. 
Responsi veness This factor concems to what extent the employees are prepared to 
provide service. 
Competence Competence is connected the knowledge and skills of contact personnel, 
operational support personnel that are needed for delivering the service. 
Access This factor is connected to the approachability which means e.g. 11 if the 
operating hours are convenient, 2/ the location of the facilities are 
convenient, 3/ the waiting times are short and 4/ also easy access by 
telephone. 
· Courtesy This factor involves politeness, respect, consideration, friendliness of 
contact personnel. 
Communication This is about keeping the customer informed in a language they can 
understand and also listen to the customer. 
Credibility Factors such as trustworthiness, believability and honesty are included. 
It means to the leve! the company has the customer' s best interest at 
heart. Factors th at affect the credibility are the company name, 
reputation, persona! characteristics and the degree to which the hard sell 
is connected to interactions with customers. 
Security Security means freedom from danger, risk or doubt. lt includes the 
following factors: physical safety, financial security and confidentiality. 
U nderstanding This is about making an effort to understand the customer which 
the customer involves leaming about specifie requirements, providing individualized 
attention and recognizing also the regular customer. 
Tangibles They include physical aspects of the service such as physical facilities, 
appearance of personnel, tools or equipment that is used to provide the 
service, physical representations or other customers in the service 
facility. 
Source: Adapted from Carlsson, T. and Kabir, H. 2010. «Service Quality : Expectations, perceptions 
and satisfaction about Service Quality at Destination Gotland - A case study». Master thesis in 
Business Administration, Gotland University, p. 16 
3.3 Service quality and customer satisfaction 
Extensive theoretical and empirical work has been conducted in the services 
marketing field to understand and explain the link between customer satisfaction and 
service quality. The interplay between service quality and customer satisfaction is 
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duite debatable topic. The greatest volume of research bas focused upon the 
disconfirmation theory, which holds that satisfaction ( dissatisfaction) is dependent 
upon the size of the confirmation (disconfirmation) of the service customers' initial 
expectations (Churchill and Surprenant, 1982: 492), (Lovelock and Wirtz, 2003: 44). 
A similar theory, the Gaps Model of service quality, holds that customer satisfaction 
is based upon perceptions of service quality relative to the customer' s initial 
expectations ( Zeitmal et al., 1993: 1), (Parasuraman et al. , 1985: 42). Both 
perspectives place great emphasis upon the role that expectations serve in the 
satisfaction development process. Parasuraman et al. ,(1998: 310-311) argues that, 
irrespective of the intangible nature of the core service exchanged, customer 
augmentation service plays a crucial role in enhancing customer satisfaction (Paswan 
et al., 2007: 76). Other researchers have contributed empirical studies on service 
satisfaction, a closely related topic that is sometimes difficult to distinguish from 
service quality (Bitner, 1990; Bitner et al., 1990; Crosby et al., 1990; Oliva et al., 
1992). While service satisfaction and service quality are clearly related, researchers 
do not share common definitions of the terms. 
Service theory suggests that there is a causal link between higher levels of service 
quality, customer satisfaction, and profits, but while much research bas found a 
relation between the three, only recently researchers have been able to confirm the 
causallink (Anderson and Mittal, 2000; Heskett et al. , 1997; Loveman, 1998). One of 
the determinants of success of a firm is how the customers perceived the resulting 
service quality, as the perceived service quality is the key driver of perceived value 
(Tripathy and Pal, 2006: 76). It is the perceived value, which determines the customer 
satisfaction (Kumar et al., 2009: 212). Various studies have investigated the link 
between perceived service quality and buyer's satisfaction (e.g. Yi, 1990; Kane et al., 
1997; Carman, 1990, 2000) and have demonstrated that satisfaction is related with the 
ability of the firm' s outcome to meet an optimum level on certain specifie 
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characteristics that are of importance for the buyer. In turn, these characteristics are 
frequently referred to as "satisfaction drivers" and are at the core of the notion to 
perceived service quality, as opposed to laboratory quality (i.e. the level of quality 
depicted on the service blueprint) and delivered quality (i.e. the extend to which the 
firm's ability to actually match the standards described in its blueprints) (Gounaris, 
2005: 423). 
In summary, the direction of causality between satisfaction and service quality is still 
an unresolved issue, i.e. it is not decided whether customer satisfaction leads to 
service quality, or vice versa. 
Customer satisfaction 
Customer satisfaction is a key and valued outcome of good marketing practice 
(Malthouse et al., 2003: 5). According to Drucker, 1954 (cited in Zahidul, 2011: 21) 
"the principle purpose of a business is to create satisfied customers". Certainly, 
customer satisfaction is a critical focus for effective marketing programs (Yang and 
Peterson, 2004:803). lncreasing customer satisfaction has been found to lead to 
higher future profitability (Anderson et al., 1994: 53), lower costs related to defective 
goods and services (Anderson et al., 1997: 129), increased buyer willingness to pay 
priee premiums, provide referrals, and use more of the product (Reichheld 1996; 
Anderson and Mittal, 2000), and higher levels of customer retention and loyalty 
(Fornell 1992; Anderson and Sullivan 1993; Bolton 1998). A variety of studies find 
that higher levels of customer satisfaction lead to greater customer loyalty (Anderson 
and Sullivan 1993, Bearden and Teel 1983, Bolton and Drew 1991, Boulding et al. 
1993, Fornell 1992, LaBarbera and Mazursky 1983, Oliver 1980, Oliver and Swan 
1989, Yi 1991). ,Increasing loyalty, in turn, has been found to lead to increases in 
future revenue (Fornell 1992; Anderson, Fornell, and Lehmann 1994) and reductions 
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in the cast of future transactions (Reichheld 1996; Srivastava, Shervani, and Fahey 
1998). 
A widely accepted explanation for the divergent conceptions of satisfaction is the 
distinction between the transaction-specifie (or attribute-specific) satisfaction and the 
cumulative satisfaction (Jensen, 2009: 29) . The former dimension emphasizes a 
eus tomer' s evaluation and reaction to a particular service element and the latter re fers 
to the customer's overall evaluation of the entire consumption process. For thi s 
reason, it can be argued that the concepts of service quality and satisfaction can be 
examined from bath a transaction-specifie perspective and a cumulative perspective 
(Parasuraman et al., 1994: 121). 
As a consequence of the two different perspectives on customer satisfaction, 
divergent theoretical models have been proposed. Two predominant models 
corresponding to abovementioned approaches have been emphasized here, namely 
the expectancy-disconfirmation madel by Oliver (1980: 462) which suggests 
transaction-specifie satisfaction, and Fornell 's later ACSI satisfaction madel (Fornell 
et al., 1996: 8) which considers satisfaction as a cumulative and overall entity. 
Oliver' s (1980; 1997) work suggests that satisfaction is generally a function of three 
independent variables - prepurchase expectations, performance evaluations and 
disconfirmation. The expectancy disconfirmation madel postulates three main tapies: 
1. Consumers form prepurchase expectations of goods and services, which may 
directly affect satisfaction; 
2. Consumers' evaluations of performance outcomes may have a direct influence 
on satisfaction; 
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3. Consumers may make a comparison between expectations and their 
evaluations of performance outcomes, resulting in disconfirmation judgments. 
Disconfirmation paradigm is focused mainly on measurement of antecedents of 
satisfaction. It suggests that satisfaction depends on the size and direction of the 
disconfirmation experience, where disconfirmation is a function of the person's initial 
expectations (Brady and Robertson, 2001; Churchill and Su prenant, 1982; Powers 
and Valentine, 2008; Tse and Wilton, 1988). 
ACSI is the most popular customer satisfaction index3. Its European equivalent is 
known as ECSI (European Customer Satisfaction Index). 
Table 3.6. Brief description of ACSI and ECSI 
Characteristic ACSI ECSI 
Scope USA Europe 
Sc ale 0 to 100 n.a. 
Lev el of National National 
assessment 
Sample 10 economie sectors, 41 industries Depends on the country, 
(including e-commerce and e- e.g. in Sweden it covers 
business), and more th an 200 70% ofGDP. 
compames and federal or local 
government agencies. 
First published October 1994 n.a. 
Source: FreshMinds 
3 Customer satisfaction index (CSI) is an economie indicator that signifies customers ' satisfaction with 
a particular organisation. 
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Customer Satisfaction Indices (CSis) treat satisfaction as a multidimensional concept. 
Measurement of customer satisfaction thus needs to take a number of factors into 
consideration. Indices consist of manifest variables (i.e. those measured in the survey) 
and latent variables (i.e. abstract constructs, which are inferred from the manifest 
variables) (Table 3.7). 
Table 3.7.Latent Variables ofthe ACSI and ECSI 
Latent variables ECSI 
ACSI( Public sector model) 
Perceived Quality Product Quality 
Expectations Service Quality 
Customer Satisfaction Expectations 
Customer Complaints Customer Satisfaction 
User Trust Perceived Value 
Loyalty 
Image 
Source: FreshMinds 
Latent variables have a cause and effect relationship within a CSI models. As shawn 
in Figure 3.3 and Figure 3.4, latent variables in the ACSI madel and ECSI are very 
similar and more importantly, corresponding latent variables are arranged in the same 
causal relationships. 
Customer 
Expectations 
Perceived 
Quality 
Customer 
Satisfaction 
Figure 3.3 .Latent variables in the ECSI madel 
Source: FreshMinds 
Customer 
--+ Complaints 
User Trust 
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Image 
+ Perceived 
Customer / value Expectatio \ 
1 Perceived Perceived 
Product Service Customer Loyalty/ 
Quality Qual ity Sa t isfaction Retention 
Figure 3.4.Latent variables in the ACSI model 
Source: FreshMinds 
Willard Hom (2000: 101) divides customer satisfaction models into two groups 
depending on level of analysis: macro-models and rnicro-models. Micro-models 
enable a researcher to properly operationalize measurements of customer satisfaction, 
th us helping herlhim to achieve construct validity in the even tu al satisfaction survey. 
The traditional macro-model of customer satisfaction is shown in Figure 3.5. 
Perceived 
Performance ~ Perceived Satisfaction Outcomes 
/ Disconfirm. Feeling Comparison 
Standard(s) 
Figure 3.5.Traditional macro-model of customer satisfaction 
Source: Adaptedfrom Woodruff and Cardial, 1996; *includes intent to purchase, word-of-mouth, 
loyalty, and complaints. 
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This model underlies much of the research in customer satisfaction over the past 
decade. Later research has produced a new model of customer satisfaction shown in 
Figure 3.6. 
Product Consequences Desired end-
Attributes of use state 
Value 
Chain 1 t 1 
Feeling of Feeling for Feeling for 
attribut es consequences end -state 
Figure 3.6.Model of linkage of customer value chain to customer satisfaction 
Source: Adaptedfrom Woodruff and Cardial, 1996, 
Oliver (1999: 103) provides another version of this model, which appears in a concise 
form in Figure 3. 7. 
Inputs Outputs 
1 
Quality 
1 
Consumption 
Value 
Performance ~ Formation of ~ Extended 
outcomes Satisfaction Value 
Cost-based Value- based 
Value satisfaction 
Figure 3.7.Model of the link between satisfaction and value 
Source: Adaptedfrom Oliver, 1999; *ln Oliver's mode!, excellence criteria lead to quality, and 
sacrifices lead to cost-based values. 
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The exploration of customer satisfaction both m theory and practice has been 
extensive (Table 3.8). 
Table 3.8.Basic research flows in customer satisfaction exploration 
Theory development Theory testing 
Churchill and Surprenant, 1982; Cadotte Oliver and DeSarbo, 1988; Oliver and 
et al. , 1987; Tse and Wilton, 1988; Swan, 1989; Cronin and Taylor, 1992; 
Halstead et al., 1994; Alford and Sherrell, Zeithaml et al. , 1993; Bab in et al. , 1994; 
1996 Anderson et al. , 1997; Shaffer and 
Sherrell, 1997 
Source: Adapted from Prenshaw, P, Se Kover, and K. Gladden Burke. 2006.«The impact of 
involvement on satisfaction for new, non-traditional, credence-based service offerings» . Journal of 
Services Marketing vol.20 no. 7 , pp. 440. 
Customer satisfaction has been studied from the perspective of the individual 
customers and what drives their satisfaction (Oliver and Swan 1989; Oliver 1993; 
Fournier and Mick 1999) as well as from an industry-wide perspective to compare 
customer satisfaction scores across firms and industries (Fornell 1992; Anderson, 
Fornell, and Lehmann 1994; Fornell et al., 1996; Mittal and Kamakura 2001). Other 
research has exarnined customer satisfaction in a single organization (Schlesinger and 
Zornitsky 1991; Hallowell 1996; Loveman 1998) or across several organizations 
(DeWulf, Odekerken-Schroder, and Iacobucci 2001). 
Studies involving theory development have primarily . centered on expectancy 
disconfirmation theory (Oliver, 1980: 460-461). Studies on theory testing have been 
conducted across various categories, industries, and situations. Concerning research 
involving both theory development and theory testing, Szymanski and Renard (2001 : 
19) presente a meta-analysis of customer satisfaction studies designed to synthesize 
and analyze the empirical evidence on customer satisfaction. 
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Table 3.9.The effect of the degree of involvement on satisfaction antecedents 
Satisfaction Nature of relationship Authors 
antecedents 
Low lnvolvement High Involvement 
Prepurchase No significant No significant Oliver ( 1980; 
Expectations effect effect 1997) 
Disconfirmation More influential Less influential Bolton and Drew, 
Evaluation of Less influential More influential 1991; Halstead et 
Performance al., 1994; Shaffer 
Outcomes and Sherrell, 1997; 
Goode,2001 
There are three common elements in theories on satisfaction: type of responses 
(emotional or cognitive), if the response concerns a particular focus (e.g. expectations 
and consumption experience), and if it occurs at a particular time (Giese and Cote, 
2000: 1). However, there is no general consensus on the definition of satisfaction. 
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CHAPTER4 
SERVICE QUALITY MEASUREMENT 
Interest in service quality has increased in the recent years, with a growing literature 
relating to the application of TQM concepts in the service sector (Sahney, Banwet, 
and Karunes, 2004: 150). However, the measurement of service quality often remains 
a challenge (Babakus and Baller, 1992; Leblanc and Nguyen, 1997). 
In recent years, substantial research has examined the level of quality (and its 
dimensions) in the performance of a service. Research has found empirical support 
for the relationship between perceived service quality and business performance 
(Athanassopoulos et al. , 2001), probably reflecting the difficulty to imitate (e.g. Hise 
and Gabel, 1995). 
4.1. Service Performance and Service Benefits 
No single "element" can provide managers with a clear indication of overall process 
performance and report on the critical areas of service delivery. As a result, 
organizations use a variety of performance indicators, reflecting their different 
objectives and competencies (Wilson, 2000). Commonly used indicators include 
customer satisfaction data, mystery shopping scores, operational measures, sales data, 
profitability, customer retention information, number of complaints, etc. The 
traditional view (Cowel, 1984) of performance measurement is that it has three broad 
purposes: (1 ) to ensure the achievement of goals and objectives; (2) to evaluate, 
control and improve procedures and processes; and (3) to compare and assess the 
performance of different organisations, teams and individuals. Lewis (1995) identifies 
three areas of difficulty in measurement in this area: (1) methodological problems 
relating to the dimensions; (2) variations in customer expectations; and (3) the nature 
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of the measurement tools. Parasuraman (1995: 145) points out that the dominant 
mode of thinking in the measurement of quality in services rests on a disconfirmation 
view, which links the expectations of consumers with their experience of the service. 
Relational benefits are defined as those benefits customers receive from long-term 
relationships above and beyond the core service performance (Gwinner et al., 1998: 
104). Specifically, Hennig-Thurau et al., (1998: 235) suggest that these benefits are a 
result of engaging in long-term relational exchanges with service firms and can be 
categorized into three distinct benefit types: 
1. confidence; 
2. social; and 
3. special treatment. 
Confidence benefits are considered the most important because they reduce anxiety 
levels associated with a service offering, increase perceived trust in the provider, 
diminish the perception of risk, and enhance knowledge of service expectations (e.g. 
Berry, 1995; Bitner, 1995; Hennig-Thurau et al., 2002). Gwinner et al., (1998: 104) 
de scribe confidence benefits as "feelings of reduced anxiety, trust, and confidence in 
the provider" 
Consumers may also perceive social benefits from forging a long-term relationship 
with a service provider, such as persona! recognition by employees, customer 
familiarity, and the development of a friendship with the service provider (Berry, 
1995; Gremler and Gwinner, 2000, Chang and Chen, 2007). 
Finally, consumers may attain special treatment benefits from prolonged 
relationships, such as economie and custornization benefits other service providers 
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fail to elicit (Gwinner et al., 1998; Reynolds and Beatty, 1999, Chang and 
Chen,2007). 
4.2 Gaps model and the role of expectations in service quality 
lt is important for the service providers to know the level of customer expectations so 
that they can meet and even exceed them to gain maximum customer satisfaction 
(Dutta and Dutta, 2009:33). Renee, understanding customer expectations is a 
prerequisite for delivering superior service because they are implicit performance 
standards that customers use in assessing service quality (Parasuraman et al., 1998: 
317). 
Fishbein and Ajzen (1975: 30) broadly defined expectations as "beliefs that a 
givenresponse will be followed by sorne event", while in the marketing literature, 
Oliver and Winer (1987:477) defined expectations as "pre-purchase beliefs or 
evaluative beliefs bout the product". The influence of expectations on the satisfaction 
formation process depends implicitly on the ability of consumers to form strong, 
stable prepurchase expectations (Oliver, 1997 cited in Prenshaw et al.,2006:441). 
Customer expectations are standards or reference points that customers bring into the 
service experience, whereas customer perceptions are subjective assessments of 
actual service experiences (Zeitharnl et al., 2006: 34) . 
Customer expectations 
Gronroos (2007: 1 00) suggested that in order to increase long term quality, the 
customer expectations should be focused, revealed, and calibrated and he also 
developed the dynarnic model of expectation that describes that the quality of 
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professional services develops in a customer relationship over time. This model is 
illustrated in Figure 4.1 . 
hnplicit 
Explicit Expectations expecta ti ons 
f--+ 
Fuzzy 
expedations f-+ Unrealistic 
.... 
Realistic 
.,.___ 
Figure 4.1.A dynarnic model of expectations 
Source: Adapted from Gronroos, Christian. 2007. Service Management and Marketing: Customer 
Management in Service Competition, Jrd Edition, John Wiley and Sons Ltd. , England 
Following Figure 4.2, Gronroos (2007: 100) stated that an explicit service provider 
should understand fuzzy expectations because these expectations still have impact on 
customer satisfaction ab.out quality and customers will be disappointed in case the 
service provider does not fulfill it. He classifies the expectations into three 
distinguishable types which can be characterized as follows : 
1. Fuzzy expectations exist when customers expect a service provider to solve a 
problem but do not have a clear understanding of what should be done. 
2. Explicit expectations are clear in the customers ' rninds in advance of the 
serv1ce process. They can be divided into realistic and unrealistic 
expectations. 
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3. Implicit expectations refer to element of a service which are so obvious to 
customers that they do not consciously think about them but take them for 
granted. 
Expectations play a critical role in customer evaluation of services, marketers need 
and want to understand the factors that shape them. Expectations change over time 
and, too, being influenced by both supplier-controlled factors such an advertising, 
pricing, new technologies, and service innovation (Lovelock and Wirtz, 2001:80). 
According to Lovelock and Wirtz (2003: 38) understanding the expectations of 
customers stand for understanding that when customers evaluate service they 
compare their expectations with what they think they receive from service provider 
and if the expectations are met or even exceeded customers suppose they receive high 
quality service. 
Service quality is defined as the gap between customers' expectation of service and 
their perception of the service experience (Kumar et al., 2009: 212). A service quality 
gap exists when there is a shortfall in which the service provider would like to close 
(Lewis et al., 1994: 4). This gap madel is one of the best-received and most 
heuristically valuable contributions to the service literature according to Brown and 
Bond (1995: 27). The customer gap is the difference between customer expectations 
and perceptions (Figure 4.2). 
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Expected Service 
Customer gap 
Perceived Service 
Figure 4.2.The customer gap 
According to services marketing literature a disagreement exists as to whether 
perceived service quality should be measured using a performance-based framework 
or with a standards (or norms)-based framework. Teas and De Carlo (2004: 272) 
noted that "performance-based frameworks specify perceived performance, without 
any comparative referents, as the perceived quality concept," while "standards-based 
frameworks specify a relative or comparative performance conceptualization of 
perceived quality." In other words, does a direct measure of perceived service quality 
offer greater explanatory power than a norms-based comparative measure? 
Parasuraman et al. , (1994: 112) argued that norms-based models (such as the Zone-
of-tolerance (ZOT) ) would be more useful because of the measurement of more 
precise information about customer perceptions across the multiple expectations 
levels. 
4.3 Service Quality Measurement Models: SERVQUAL, SERVPERF, Zone-of-
tolerance (ZOT) model 
The question of the operationalization of service quality bas continued to evoke 
discussion. This discussion bas been primarily centered on two important issues. The 
first relates to the debate of whether SERVQUAL or SERVPERF should be used for 
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measuring service quality (Cui et al., 2003 ; Hudson et al. , 2004; Iain and Gupta, 
2004; Kettinger and Lee, 1997; Mukherje and Nath, 2005; Quester and Romaniuk, 
1997). The second issue centers on the trade-off between the generalizability - and 
specificity level of the SERVQUAL and SERVPERF scales (Asubonteng et al. , 1996: 
66-67). Considerable work has been conducted on refining the set of customer 
expectations with respect to service quality since the introduction of SERVQUAL in 
1988 (Parasuraman et al., 1988: 15). 
SERVQUALandSERVPERF 
The most widely-used measure has been the SERVQUAL measure of Parasuraman et 
al. (1988; 1991). The first version of SERVQUAL was developed in 1985, based on a 
series of studies by Parasuraman and his colleagues who conceptualized service 
quality as the gap between customer expectations and perceptions (Parasuraman et 
al. , 1988). There have been a number of studies critical of this measure of aspects of 
it (Cronin and Taylor, 1994; Teas, 1993; 1994) but it remains the point of departure 
for many researchers and managers. The SERVQUAL forms the basis of the Gap 
analysis. This defines service quality as a function of the "Gap" between customers' 
expectations of a service and their perceptions of the actual service delivery by the 
organization. 
SERVQUAL is grounded in the earlier writings of the expectancy-disconfirmation 
theory in which quality is measured from the difference between the expectations and 
evaluation of the performance. The results can be categorized as confirmation or 
disconfirmation and the outcome is the level of satisfaction (Oliver, 1980; 
Parasuraman et al., 1985). The generic SERVQUAL model is illustrated in Figure 
4.3. 
Tangibles 
Reliability 
Responsivenes 
Competence 
Courtes y 
Credibility 
Security 
Ac cess 
Communica-
tion 
Understanding 
the customer 
Tangibles 
Reliability 
Res ponsi venes 
Assurance 
Empathy 
Figure 4.3.The generic SERVQUAL model 
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Source: Adoptedfrom Zeithaml, Valerie A., A. Parasuraman, and Leonard L. Berry.l990. Delivering 
quality service: balancing customer perceptions and expectations, New York: The Free Press, pp.23 
Besides the customer gap (Figure 4.2) four more gaps are identified by the model. 
These gaps by their nature are service provider gaps and are described in details in 
Table 4.1. 
Provider 
gap 
1 
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Table 4.l.SERVQUAL: the provider gaps 
The sides of the gap 
Customer expectations 
Company perceptions of • 
customer expectations 
Customer-driven service design 
and standards 
Management perceptions of 
customer expectations 
Description 
Inadequate marketing research 01i entation 
~ Insufficient marketing research 
~ Research not focused on service quality 
~ Inadequate use of market research 
Lack of upward communication 
~ Lack of interaction between management and 
customers 
~ Insufficient communication between contact 
employees and managers 
~ Too many layers between contact personnel and 
top management 
Insufficient relationship focus 
~ Lack of market segmentati on 
~ Focus on transactions rather than relationships 
~ Focus on new customers rather than relationship 
customers 
Inadequate service recovery 
~ Lack of encouragement to listen to customer 
complaints 
~ Failure to make amends when things go wrong 
~ No appropriate recovery mechanisms in place to 
service failures 
Poor service design 
~ Unsystematic new service development process 
~ Vague, undefined service designs 
~ Failure to connect service design to service 
positi oning 
Absence of customer-driven standards 
~ Lack of customer-driven service standards 
~ Absence of process management to focus on 
customer requirements 
~ Absence of formai process for setting service 
quality goals 
lnappropriate physical evidence and servicescape 
~ Failure to develop tangibles in line with customer 
expectations 
~ Servicescape design that does not meet customer 
and employee needs 
~ Inadequate maintenance and updating of the 
servicescape 
Pro vider 
gap 
3 
4 
The sides of the gap 
Customer-driven service design 
and standards 
Service de li very 
Service delivery 
Ext mal communications to 
customers 
Description 
Deficiencies in human resource policies 
./ I neffecti ve recrui tment 
./ Role ambiguity and role conflict 
./ Poor employee-technology job fit 
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./ Inappropriate evaluation and compensation 
systems 
./ Lack of empowerment, perceived control, and 
teamwork 
Customers who do not ful fill roles 
./ Customers who Jack knowledge of their roles and 
responsibiliti es 
./ Customers who negati vely impact each other 
Problems with service intermedi aries 
./ Channel conflict over objecti ves and performance 
./ Difficulty controlling quality and consistency 
./ Tension between empowerment and control 
Failure to match su pp! y and demand 
./ Failure to smooth peaks and valleys of demand 
./ Inappropriate eus tomer mi x 
./ Overreliance on priee to smooth demand 
Lack of integrated services marketing communications 
./ Tendency to view each external communication as 
independent 
./ Absence of interactive marketing in 
communicati ons plan 
./ Absence of strong internai markeeting program 
Ineffecti ve management of customer expectati ons 
./ Absence of customer expectation management 
through ail forms of communicati on 
./ Lack of adequate education for customers 
Overpromi sing 
./ Overpromising in adverti sing 
./ Overpromising in persona! selling 
./ Overpromising through physical evidence eues 
Inadequate horizontal communications 
./ Insufficient communication between sales and 
operations 
./ lnsufficient communi cation between adverti sing 
and operations 
./ Differences in poli cies and procedures across 
branches or units 
Source: Adapted from Zeithaml, V.A ., Bitner, M., and Cremier, D. Services Marketing: lntegrating 
Customer Focus Across the Firm, 4'11 Ed., McGraw Hill, IRWIN, 2006, pp. 35-42. 
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An illustration of all gaps identified by SERVQUAL model is presented in Figure 
4.4. 
CUSTOM ER Expected Service 
Customer gap l + 
PCircelve<l SerVie& 
- r- -
-+- - - - ---- -
y 
Service Delivery Exte:rnal communications 
Gap4 lo customers 
CO,PAN 
Gap 3 t i 
Gap 1 Customer-drlven service designs 
and standards 
Gap2 t i 
Company percepti ons of 
~ consumer eX,pectations 
Figure 4.4.SERVQUAL model 
Source: Parasuraman, A., Valerie A.Zeithaml, and Leonard Berry. 1985.« A Conceptual Madel of 
Service Quality and lts Implications for Future Research». Journal of Marketing, Vol. 49,pp. 44 
Parasuraman et al., 1985 (cited in (Kumar et al., 2009: 214) identified 97 attributes 
which were found to have an impact on service quality. These 97 attributes were the 
criteria that are important in assessing customer' s expectations and perceptions on 
delivered service (Kumar et al., 2009: 214). However, all these attributes fit into ten 
dimensions and later being condensed into five dimensions of service quality 
(Parasuraman et al., 1988: 23) because of the overlap across the ten criteria (Jannadi 
and Al-Saggaf, 2000: 952). In their original formulation Parasuraman et al. (1985: 
48) specified ten components of service quality (Table 4.2): 
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1. Reliability; 6. Communication; 
2. Responsi veness; 7. Credibility; 
3. Competence; 8. Security; 
4. Access; 9. Understandinglknowing the customer; 
5. Courtesy; 10. Tangibles 
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Table 4.2.Ten components of service quality 
Component Description Examples of elements 
Reliability Ii involves consistency of performance . accuracy in billing 
and dependability. It also means that . performing the service at the 
the firm performs the service right first designated time 
time and honours its promises. 
Responsi veness It concems the willingness or . mailing a transaction slip immediately 
readiness of employees to pro vide . calling the customer back quickly 
service. . giving prompt service 
Competence It means possession of the required . knowledge and skill of the contact 
skills and knowledge to perform the personnel 
service. . knowledge and skill of operational 
support personnel 
. research capabi lity of the organization 
Access lt involves approachabi lity and ease of . the service is eas il y accessible by 
contact. telephone 
. waiting rime to receive service is not 
extensive 
. convenient hours of operation and 
convenient locati on of service facility 
Courtes y It involves politeness, respect, . consideration for the con su mers 
consideration, and friendliness of property 
contact personnel. . clean and neat appearance of public 
contact personnel 
Communication It means keeping customers informed . explai ning the service itself and how 
in language they can understand, and much the service wi ll cast 
listening to them. . explai ning the trade-offs between 
service and cast 
. assuring the consumer that a problem 
will be handled 
Credibility It involves trustworthiness, . company name and reputation 
believability, honesty, and having the . persona) characteristics of the contact 
customer' s best interests at heart. personnel 
. the degree of hard sell involved in 
interactions with the customer 
Security lt is the freedom from danger, risk , or . physical safety 
doubt. . financial security and confidentiality 
Understanding/ lt in volves making the effort to . learning the customer's specifie 
knowing the understand the eus tomer' s needs. requirements 
customer . providing individualized attention 
Tangibles They include the physical evidence of . physical fac ilities and appearance of 
the service. personnel 
. tools or equipment used to provide the 
service 
. physical representations of the service 
Source: Adaptedfrom Buttle, F. SERVQUAL: review, critique, research agenda. European Journal of 
Marketing, 30/1, 1996, pp.32-33. 
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The SERVQUAL scale consists of 22 items representing five dimensions: tangibility, 
reliability, responsiveness, assurance and empathy (Table 4.3). lt was originally 
applied in five service settings: retail banking, credit card services, repair and 
maintenance of electrical appliances, long distance telephone services and title 
brokerage. For each statement, the expectation and the experience of a customer is 
deterrnined. 
Table 4.3.SERVQUAL: dimensions of service quality 
Dimension Description 
Tangibles Physical facilities, equipment and appearance of 
personnel. 
Reliability Ability to perform the prornised service dependably and 
accurately. 
Responsiveness Willingness to help customers and provide prompt 
service 
Assurance (including Knowledge and courtesy of employees and their ability 
competence, courtesy, to inspire trust and confidence. 
credibility and security) 
Empathy (including Caring and individualized attention th at the firm 
access, communication, provides its customers. 
understanding the 
customer) 
Source: Adopted from Parasuraman, A. , L. Berry, and V. A. Zeithaml. 1988. « SERVQUAL: a 
multiple-item scale for measuring customer perceptions of service quality». Journal of Retailing, vol. 
64, no. J,pp. 23 
The SERVQUAL model originally conceptualized service quality as a gap between 
perceptions and what "should be" expectations, which was criticized for being 
ambiguous (Teas, 1993: 20). A further criticism of SERVQUAL was that a 
perceptions-only measure of service quality was not only simpler to measure, but also 
had a higher predictive power with respect to outcomes (e.g. Carman, 1990; Babakus 
and Bolier, 1992; Cronin and Taylor, 1992). 
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Table 4.4.0utline of theoretical and operational criticisms of SERVQUAL 
. SERVQUAL is based on a disconfirmation 
paradigm rather th an an attitudinal 
Paradigmatic paradigm; 
objections . SERVQUAL fails to draw on established 
economie, statistical and psychological 
theory. 
There is little evidence that customers assess 
Gaps model service quality Ill terms of Perception -
Theoretical Expectation gaps 
crticism Process SERVQUAL focuses on the process of service 
orientation delivery, not the outcomes of the service 
encounter 
. SERVQUAL's five dimensions are not 
universals; 
Dimensionality 
. the number of dimensions comprising SQ 
is contextualized; 
. items do not always load on to the factors 
which one would a priori expect. 
. the term expectation is polysemie; 
. consumers use standards other th an 
Expectations expectations to evaluate service quality; 
. SERVQUAL fails to measure absolu te 
service quality expectations. 
Item composition Four or five items cannot capture the variability 
within each service quality dimension. 
Operational Moments of truth Customers' assessments of service quality may 
criticism vary. 
Polarity The reversed polarity of items in the scale 
causes respondent error. 
Scale points The seven-point Likert scale is flawed. 
Administration Two administrations of the instrument causes boredom and confusion. 
Variance The over SERVQUAL score accounts for a 
extracted disappointing proportion of item variances. 
Source: Adaptedfrom: Buttle, F. SERVQUAL: review, critique, research agenda. European Journal of 
Ma rketing, 3011, 1996, pp.10-JJ . 
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One of the major criticisms of SERVQUAL madel is that there is high degree of 
intercorrelation among the various dimensions (Gilmore, 2003: 22-23). According to 
Kumar et al.,(2009: 213) most of the past literatures have treated the SERVQUAL 
dimensions as independent factors and the relative importance of these factors are 
derived by taking the absolute mean differences between perception and expectation. 
Although alternative models have been proposed for the measurement of service 
quality, e.g. SERVPERF (Cronin and Taylor, 1992: 59), the SERVQUAL scale has 
been widely used by academies and practitioners to measure service quality 
(Iwaarden et al., 2003: 922). 
SERVQUAL dimensions in relation to cruise business 
Tangibles 
Examples of the tangibles factor are "has up-to-date equipment", "physical facilities 
are visually appealing" and "materials are visually appealing". 
Reliability 
Sorne of the aspects in the reliability factor have to do with "doing what is promised" 
and "doing it at the promised time" . 
Responsiveness 
One of the aspects in the responsiveness factor is "gives prompt service". 
Assurance 
One of the aspects in the assurance factor is "knowledge to answer questions". 
Two other aspects in the assurance factor are "employees can be trusted" and "feel 
safe in y our transactions with employees". 
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Empathy 
While there is healthy - and for the most part productive - debate regarding the 
dimensionality of SERVQUAL across industries, and the precise wording of the 
SERVQUAL items, researchers generally agree that the scale items are good 
predictors of overall service quality (Babakus and BoUer, 1992; Bolton and Drew, 
1991a,b; Brown and Swartz, 1989; Carman, 1990; Cronin and Taylor, 1992; 
Parasuraman et al., 1991). 
SERVPERF (service performance) was developed primarily by Cronin and Taylor 
(1992: 59). They have tested a performance-based measure of service quality, 
abbreviated as SERVPERF, in four industries (banking, pest control, dry cleaning and 
fast food). They found that this measure explained more of the variance in an overall 
measure of service quality than did SERVQUAL. SERVPERF is composed of 22 
perception items in the SERVQUAL scale. Proponents of SERVQUAL such as Jain 
and Gupta (2004: 25) believed that SERVPERF was incapable of diagnosing 
shortfalls in the desired levels of service quality, as a result of the absence of the 
"disconfirmation" approach. 
Zone-of-tolerance (ZOT) model 
In response to the need to refine the service quality expectations standard, as well as 
to recognize the diagnostic value of a comparison of service quality perceptions with 
expectations, Berry and Parasuraman (1991 ), Parasuraman et al. ( 1991 b) and 
Zeithaml et al. (1993) proposed a model that clarified the relationship between 
perceived service quality and the different levels of expectations, known as the zone-
of-tolerance (ZOT, in: Yap and Sweeney, 2007: 138). 
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The Zone of Tolerance (ZOT) model is a standards-based framework for 
understanding customer perceptions of service quality and satisfaction with the 
service. It can be observed as a refinement of the Gaps model of service quality, 
introduced by Zeithaml, Berry and Parasuraman (1993) and further refined by 
Parasuraman, Zeithaml, and Berry (1994). The zone of tolerance (ZOT) is usually 
defined as the range of customer perceptions of a service between desired and 
minimum acceptable standards (Zeithaml, Berry, and Parasuraman, 1993) or as "the 
difference between desired service and the leve! of service considered adequate" 
Zeithaml et al., (1993 : 6). Desired service is "the level of service the customer hopes 
to receive ... a blend of what the customer believes can be and should be" Zeithaml et 
al., (1993 : 6). On the other hand, adequate service is the "level of service the 
customer will accept" Zeithaml et al., (1993: 6) . The difference between these two 
expectation standards is the zone of tolerance (Figure 4.5). 
Elepectafion'"' 
staf!da!l:fii~i;m 
~: W.Jt> * 
Desire~ Service 
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,.,_ standard lB)~.: 
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.A.dequatt Servicé 
Figure 4.5.Zone-of-tolerance model 
• ... the leval of service the customer hop es 
to receive ... a blend of whatthe customer 
believes can be and shôold be,. .. " 
(Zeithaml et al, 1993) 
•.,. level of service the customer will accept... • 
(Zeithaml et al. 1993) 
The ZOT model proposes that satisfaction will result as long as customer perceptions 
of service performance fall in the zone. Performance below the zone is seen as 
dissatisfying and performance above the zone is seen as delighting. The importance 
of this zone of tolerance is that customers may accept variation within a range of 
performance, and any increase or decrease in performance within this area will only 
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have a marginal effect on perceptions Prasad and Shekhar, (2010: 388). The model 
holds that service customers have two basic types of prepurchase expectations: 
desired and adequate. These expectations define the boundary of the zone of 
tolerance. As long as perceived performance falls within the zone, the result is 
customer satisfaction. Performance below the zone generates dissatisfaction. High 
performance that exceeds the customers' desired expectations generates delight. 
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Table 4.5.Basic research conducted in the field of service quality using the ZOT 
framework 
Author 
Johnston, 1995 
Teas and DeCarlo, 
2004 
Voss,Parasuraman, 
and Grewal, 1998 
Walker and Baker, 
2000 
Gwynne, Devlin, and 
Ennew, 2000 
lnvestigated topic 1 
relationship 
the relationship between 
involvement and the ZOT 
• the impact of various service 
performance outcomes upon the 
ZOT 
Undergraduate students' perceptions of 
a university' s Student Services Center 
The key research goal was to explore 
how priee perceptions impact the 
ex pee tati ons-percei ved performance 
framework (among 200 faculty 
members of a large university). 
The main proposition was that the 
width of the ZOT varies fo r essential 
versus less-essential service quality 
components (among 205 college 
students regarding health club 
membership). 
The width of the ZOT relative to the 
different service quality dimensions. 
Conclusion 
High involvement generates a nan·ower ZOT, 
whil e low involvement generates a wider ZOT. 
The ZOT (as the representative norms-based 
mode!) offered superior performance (relative 
to performance-based models) when 
evaluati ng the linkage between perceived 
quality and satisfaction. 
the more customers were priee tolerant, 
the less satisfied they were wi th a high-
price/low-quaUty offering. 
fo r those customers who were initially 
less priee tolerant, satisfaction was 
greater for the low-price/high-quality 
offering. 
the ZOT was narrower for the assurance 
and reliability dimensions than fo r the 
empathy, responsiveness, and tangible 
dimensions of service quality. 
in relation to customer experience levels, 
it was found that no significant 
differences exist between experienced 
and non-experienced customers on 
desired service leve! expectations. 
service quality dimensions that are 
perceived as more important enjoy a 
wider zone of tolerance. 
the desired expectations tend to be 
relatively stable. 
customers who were more favorably 
disposed to the provider (generally more 
experienced customers) tended to have 
higher levels of adeq uate expectations 
than their less favorably disposed 
counterparts, and thus tended to have 
narrower ZOT's. 
According to Yap and Sweeney (2007: 138) three zones compnse the ZOT 
framework: a zone below adequate service expectations, a zone above desired service 
expectations, and the zone between the two (termed the ZOT). When highlighting the 
gaps between perception of service quality and adequate service expectations, 
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Parasuraman et al., (1991b: 42) indicated that a firm operates at a competitive 
disadvantage if quality perceptions fall below adequate levels. Conversely, the 
authors proposed that unwavering customer loyalty may result for companies that 
exceed desired expectations. lt is up to the companies to choose in which zone to 
operate depending on their short-term and long-term goals for achieving competitive 
ad van tage. 
ZOT model offers several managerial implications. Firstly, company's customers 
enter discrete transactions with the organization with different expectations and as 
long as the company's offerings fall within the zone, the customers will be satisfied. 
Secondly, falling below the zone puts the company at a competitive disadvantage 
while perforrning above the zone offers it the possibility of developing a long-term 
competitive advantage. Thirdly, the company must perform within the zones of 
tolerance on the service quality dimensions that are most important for the target 
customers in order to be competitive. 
CHAPTERS 
THE NATURE OF SERVICE RELATIONSHIPS 
The rapid growth of the service sector bas brought about a paradigm shift from 
managing transactions to managing customer relationships, with an increasing focus 
on retention as a considerable driver of profitability (Aflaki et Popescu,2011: 1). The 
process of acquiring, serving and retaining customers is critical for business success 
in today' s competitive environment. Building a strength relationship with desirable 
customers can be very important and significant for service providers. 
5.1 What is a service relationship? 
In the current marketplace, considerable attention bas been paid to the concept of 
relationships between service providers and customers (Barn es, 1997; Gwinner et al., 
1998), and this notion bas been enthusiasticlly embraced by academies and 
practitioners (Berry, 1995; Reynolds and Arnold, 2000). But what constitutes a 
relationship? One transaction or even a series of transactions does not necessarily 
represent a relationship (Liljander and Strandvik, 1995:14). Fundamentally, a 
relationship may be seen to exist in an operational context, where the relationship is 
created through a number of ' ' episodes'' , so that in the purchasing of a service at 
least two encounters are required before a relationship subsits (Lilj andar and 
Strandvic, 1995; Storbacka et al., 1994). Later, this position is developed by Barners 
(1997:768-769), who suggests that before a relationship may be said to exist the 
relationship must be characterized by a special status and, both parties must mutually 
perceive that the relationship exists. Similarly, Barnes (1997) and Czepiel (1990) 
consider that for a relationship to subsit, it must be characterized by a "special status" 
or a sense of attachment or closeness between the customer and the brand. 
Relationships are, therefore define as a series of transactions which build an 
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awareness of a shared relationship through trust and cornrnitment, among several 
other factors (Crosby et al., 1990; Morgan and Hunt, 1994). Lovelock and Wright 
(2001:99) point out that "a mutual recognition and knowledge between a customer 
and a service provider is required for a relationship to exist' '.The authors specify that 
when each transaction between the parties is essentially separate and anonymous, 
with no long-term recod of customer's purchasing history and little or no mutual 
recognition between the customers and the companies'employees, then no 
meaningful marketing relationship can be said to exist. 
The objectif of many organizations to be successful is to build relationships and to 
develop loyal customers who will do a growing volume of business with the company 
in the future . Many elements and factors are involved in creating ongoing service 
relationships and customer loyalty. Although sorne services involve discrete 
transactions, others invlolve purchasers' receiving service on continuing basis (Table 
5.1). Lovelock and Witz (2007:364) state that it is easier to create ongoing 
relationships when customers receive service on a continuing basis. The authors point 
out that even where the transactions are themselves discrete, there may still be an 
opportunity to create an ongoing relationship. The following table 5.1 shows a matrix 
resulting from the categorization of natures of the relationship made by Lovelock 
and Witz (2007 : 365). 
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Table 5.1 Type of service relationships 
Nature of Membership relationship No formai relationship 
service 
delivery 
Continous Insurance, Cable TV su bscription, College Radio station,Police 
de li very of enrollment,Banking protection,Lighthouse,Public 
service highway 
Discrete Long -distance calls from subscriber Car rental,Mail service, Toll 
transaction phone,Travel on commuter highway,Pay phone,Movie 
ticket,Repair under warranty, Theatre theater,Public 
series subscription transportation,Restaurant 
Source: Adoptedfrom Lovelock Christopher, and Wirtz Jochen. 2007. Service Marketing- People, 
Technology, Strategy, Pearson Prentice Hall.pp365 
Lovelock and Witz (2004:359) indicate that a "membership" relationship is a 
formalized relationship between the company and an identifiable customer, which can 
offer special benefits to both parties. Authors state that service involving discrete 
transactions can be transformed into "membership" relationships either by selling 
the service in bulk (ex: a theater series subscription or a commuter ticket on public 
transport) or offering extra benefits to customer who choose to register with the firm 
(loyalty programs for ho tels, cru ise lin es, airlinrs ). In large companies with 
substantial customer basis, transactions can be transformed into relationships by 
opening customer accounts, maintaining computerized customer record, and 
instituting account management programs. The advantage to the service organization 
of having "membership" relationships is that it knows better who its current 
customers are and, usually, what use they make of the service offered (Lovelock and 
Wright, 2001 :1 00). Long-term con tracts between service providers and the ir 
customers take the nature of relationship to a higher level, transforrning them into 
partnerships and strategie alliances (Lovelock and Wright, 2001: 100). 
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Consumers have relationships with service suppliers, and these relationships can be 
simple and straightforward, or complex and emotional (Ball et al., 2006). The 
following table 5.2 summarizes the research tapies in service relationships. 
l 
1 
1 
Research 
stream 
Service 
encounters/ 
experiences 
Service design 
Customer 
retention and 
relationshi p 
marketing 
Internai 
marketing 
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Table 5.2.Research topics in service relationships 
Basic assumption (BA) 
1 Research focus (RF) 
BA: 
Customer perceptions of service 
encounters are important 
elements of customer 
satisfaction, perceptions of 
quality, and longterm loyalty. 
RF: 
Interactions between customers 
and employees in service firms 
BA: 
Service industries typically do 
not apply rigorous process 
design standards prior to 
introducing new services, and 
service processes are typicall y 
Jess controllable because of the 
human element 
RF: 
Service operations 
BA: 
The need to retain and attract 
customers. 
RF: 
Customer retention issues 
BA: 
Satisfied employees (or 
wellserved internai customers) 
will lead to satisfied customers 
(or well-served external 
customers) 
RF: 
Personnel as interna] customers 
Research types 
1/ Management of customer 
and employee interactions in 
service encounters 
2/ Customer' involvement in 
service encounters 
3/ The role of tangibles and 
physical environment in the 
customer's evaluation of 
encounters 
1/ Service blueprinting and 
service mapping 
2/ The marketing impact and 
role of service operations and 
process design 
li Focus on constructs , such 
as trust and relationship 
commitment and how these 
constructs relate to customer 
satisfaction and loyalty 
2/ Focus on specifie 
breakthrough strategies for 
retaining customers, such as 
building an effective recovery 
strategy for service fai lure 
situations 
3/ Understanding and 
calculating both the long-term 
value of a customer and the 
Jo t revenue-profits for 
defecting customers 
1/ Empowerment 
2/ "Everyone in the 
organization has a customer" 
3/ Marketing tools and 
concepts which can be used 
internally with employees 
Au thors 
Bitner, 1990; Bitner et al. , 
1990; Czepiel et al., 1990; 
Lewis and Entwistle, 1990; 
Mills , 1990; Surprenant and 
Solomon, 1987. 
Bateson, 1983; Goodwin, 
1990; Kelley et al., 1990; 
Larsson and Bowen, 1989. 
Berry and Parasuraman , 1991 ; 
Bitner, 1992; Hui and Bateson, 
1991. 
Lynn and Shostack (1984; 
1987; 1992) and 
Baum, 1990; George and 
Gibson, 1991; Johnston, 1987; 
Scheuing and Johnson, 1989. 
Crosby and Stephens, 1987; 
Crosby et al. , 1990. 
Berry and Parasuraman, 199 1 
Reichheld and Sasser, 1990. 
Bowen and Law1er, 1992. 
Gronroos, 1981 . 
Berry, 198 1. 
Source: Adapted from Brown, S., C. Rust, and G. Gibbs.1994. Strategies for Diversifying Assessment, 
Oxford: Oxford Centre for Staff Development.pp. 34-36.5 
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5.2 Types of service relationships 
Because active participation is generally required in service settings (especially in 
high contact custornized services), repeated customer encounters offer service 
providers an opportunity to develop a complex and persona! relationship with a client 
(Bitner, 1995; Czepiel, 1990). 
Personal relationship 
Czepiel (1990: 15) notes that service encounters are foremost social encounters, in 
that repeated customer-provider interaction results in the development of persona!, as 
well as, professional bonds. Although these relationships can precipitate under any 
mode of interaction, persona! face-to-face interaction may be more prone to such 
bonding effects. Therefore, sorne authors Kinard and Capella (2006: 361) 
hypothesized that services requiring greater degrees of persona! face-to-face 
interaction are more likely to exhibit relational benefits to consumers than services 
requiring less persona! face-to-face interaction between client and provider. 
Macintosh and Lockshin (1997: 490), specifically suggest that an "interpersonal 
relationship will be associated with purchase behavior over and above the effects that 
accrue through one's feelings about the store''. 
Trusting relationship (trust) 
Because of service heterogeneity, in order to ob tain a custornized service offering, the 
client must be willing to share specifie information with the service provider, which 
allows the firm to get "close" to the customer Kinard and Capella (2006: 361). This 
trusting relationship makes switching to other service providers difficult, as 
customers engaged in a trusting partnership perceive greater benefits in maintaining 
that relationship into the future. From the organization's perspective, each encounter 
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represents an opportunity to prove its potential as a quality service provider, to build 
trust, and to increase customer loyalty (Bitner, 1995: 248). 
Relationship Strength 
Relationship strength is defined as "the magnitude of the bond between the customer 
and the service provider (Barnes 1997; Dagger et al., 2009; Roberts et al., 2003) and 
it is used as a measure to assess the closeness and therefore likelihood of the 
relationship lasting" (Bames 1997: 774). Consequently, a relationship that is 
considered to be strong reflects customers' perceptions of how well the relationship 
fulfills their expectations, goals, preferences and desires (Wong and Sohal, 2002: 36). 
A variety of terms have been used to describe relationship strength, including 
relationship quality, relationship intensity, relationship closeness, relationship depth, 
and customer engagement (Barnes 1997; Bowden 2009a). " Those relationships that 
are deemed to be strong, close, and intense are by implication the most likely to 
endure over the long term" (Bowden, 2011:217). This is because customers who are 
emotionally attached to a service supplier perceive a range of intangible benefits that 
extend beyond the basic economie utility of the service offering (Amett et al., 2003; 
Barnes 1997). Conversely, Bowden (2011:217) specify that "the weak relationships 
are more susceptible to competitive or situational influence and hence potential 
dissolution" .More importantly, the development of strong relationships have been 
found to predict customer retention, an increased propensity to repurchase, and most 
significantly, customer loyalty (Hennig-Thurau, Gwinner, and Gremler 2002; Mattila 
2006; Palmatier et al. 2006; Reichheld 2003). 
5.3 Benefits of building relationship between customers and service provider 
Appreciable attention from scholars and practitioners has been given to the concept of 
relationship marketing and customer-brand bonding (Crosby et al., 1990; Mattila 
2006; Palmatier et al. 2006), and the benefits of developing strong relationships with 
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customers are now well established in the marketing literature. Strong relationships 
lead to identification of variables like trust, fairness, shared values, and most 
important! y, customer retention and loyalty (Hennig-Thurau 2000; Mattila 2006; 
Palmatier et al. 2006; Reichheld 2003). The personalization of service encounters 
(Mittal and Lasar, 1996:96) and relational selling behaviors (Crosby et al., 1990; 
Foster and Cadogan, 2000) have been considered to be important and significant 
determinants of perceived service quality, customer satisfaction and repeat patronage 
intentions. Additionally, in social relationships, consumers may be more 
understanding when a service failure occurs, and customers may also be more likely 
to enable the service provider to respond to competitive offerings (Berry, 1995: 238). 
Wong and Sohal (2002:38) state that "the long term relationships facilate openness, 
resulting in both parties knowing each other better, bence allowing the service 
provider to better understand customer needs and preferences''. On the other band, 
customers receive various types of benefits from service relationship, namely 
confidence, special treatment and social benefits (Gwinner et al., 1998:104). More 
significantly, customer perceptions of these type of relational benefits have been 
shown to be positively related to loyalty attitudes, positive word of mouth, purchase 
intentions, and customer satisfaction with the service provider (Bitner 1995; Gwinner 
et al., 1998). From a strategie perspective, fostering close relationship between 
customers and service supplier in the competitive business environment may be 
significant key to successful differentiation strategy (Wong and Sohal, 2002:38). 
Marketing relationship researchers have also realized the importance, as well as the 
hardship, of differentiating an offer in the competitive market (Reynolds and Arnold, 
2000:89). By fostering close and strong relationship with customers, service 
providers may also be positioning themselves to build customer satisfaction and 
loyalty tactics and strategies around different types of relational benefits rather than 
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around undifferentiated core service attributes (Gwinner et al., 1998 cited in Wong 
and Sohal, 2002:38). 
CHAPTER6 
CUSTOMER LOY ALTY 
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Recent literature and growing focus on relationship marketing identified customer 
loyalty as an important factor of long term profitability (Kiyani and Niazi, 2012:492) 
and major important driver of success in today's competitive marketplace (Reichheld 
and Schefter, 2000: 105). Loyal customers often will, over time, demand less time 
and attention from the companies they patronize, and bring in substantial revenues 
(Yang and Peterson,2004:802). " Many customers are inclined to forgive customer-
service rnishaps, display decreasing sensitivity to priee, and disserninate positive 
word-of-mouth about the business to others"(Yang and Peterson,2004:802). As a 
result, customer loyalty can be a significant source of sustained increase, returns, and 
a strong priority. (Anderson and Mittal, 2000: 116-117) 
Current literature on customer loyalty is rich and varied (Baldinger and Ruben, 1996; 
Oliver, 1999; Simon and Walker, 2001; Jones and Talor, 2003; McMullan and 
Gilmore, 2001; Reicheld, 2003; McMullan 2005; Richard and Zhang, 2012). 
6.1 What is customer loyalty? 
In marketing literature, loyalty has been widely recognized as being an important key 
to organizational success and profit (Adoyo et al., 2012:12). Selin et al., 1987, (cited 
in Divett et al. , 2003: 109) stated that those customers that demonstrate the greatest 
levels of loyalty toward the product, or service activity, tend to repurchase more 
often, and spend more money. As a result, a great deal of research attention has 
focused on the identification of effective methods of actively enhancing loyalty, 
including loyalty programs such as point reward schemes (Lach, 2000: 36). Sorne 
researchers have labeled customer loyalty as a key source of competitive advantage 
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(Bharadwaj et al., 1993: 83) and a key to firm survival and growth (Reichheld, 1996: 
2). According to Jones and Taylor (2007: 36) at its most generallevel, loyalty reflects 
various customer propensities towards the service firm. 
Oliver (1997: 392) defines customer loyalty as "a deeply held commitment to rebuy 
or repatronize a preferred product/service consistently in the future , thereby causing 
repetitive same-brand or same brand-set purchasing despite situational influences and 
marketing efforts have the potential to cause switching behaviour." The main 
contributions of studies focusing on customer loyalty within the literature are 
summarized in Table 6.1. 
Table 6.1 .Key approaches to customer loyalty 
Author(s ), year Contribution 
Jacoby and Chesnut (1978) 3-fold cl assification characterizing approaches to measuri ng brand loyal ty: 
1/ behavior, 21 psychological commitment, and 3/ composite indices. 
Dick and Basu (1994) Study concentrated on the relati ve attitude and potential moderators of the 
relative attitude to repeat-patronage based 
on social norms and situational fac tors 
Relative attitude is the degree to which the consumer's evaluation of one 
alternative brand dominates over another 
True loyalty only exists when repeat patronage coex ists with high relative 
attitude 
Classification including spurious, latent and sustainable categories of 
loyalty. 
Christopher et al. (1993) The Loyalty Ladder 
Examined the progress up or along the rungs from prospects, customers , 
clients, supporters and advocates 
Progression requires increased discussion between ex change parties, 
commitment and trust, which develops within a 
consumer's attitude based on their experiences incl uding dialogue 
Baldinger and Ruben ( 1996) A composite approach 
Investigated the predictive abili ty of behavioral and attitudinal data towards 
customer loyalty across five sectors 
Hallowell (1996) Examined the links between profitabil ity, customer sa ti sfacti on and 
customer loyalty 
O ' Malley (1998) Effectiveness of loyalty programs 
Raju (1980) Developed scale to measure loyalty within the Exploratory Tendencies in 
Consumer Behavior Scales (ETCBS) 
Beatty et al. (1988) Developed scale to measure commitment, based on the assumption that 
commitment is simi lar to loyalty 
This scale included items, which reflected ego involvement, purchase 
involvement and brand commitment. 
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Author(s), year Contribution 
Pritchard et al., (1999) Conceptualized customer loyalty in a commitment-loyalty measure, termed 
Psychological Commitment Instrument (PCI) 
Gremler and Brown (1999) Extended the concept of customer loyalty to intangible goods with their 
definition of service loyalty 
They recommended a 12-item measure; with a seven-point scale described 
at either end strongly agree to strongly 
disa gree 
Oliver (1999) Greater emphasis on the notion of situational influences 
Developed four-phase mode! of customer loyalty development building on 
previous studies but unique! y adding the 
fourth action phase 
Jones et al., (2000) Explored a further aspect of customer loyalty identified as "cognitive 
loyalty", which is seen as a higher arder dimension 
involving the consumer's conscious decision-making process in the 
evaluation of alternative brands before a purchase is 
affected 
One aspect of cognitive loyalty is switching/repurchase intentions, which 
moved the discussions beyond satisfaction, 
towards behavioral analysis for segmentation and prediction purposes 
Knox and Walker (200 1) Developed measure of customer loyalty 
Empirical study of grocery brands 
Found that brand commitment and brand support were necessary and 
sufficient conditions for customer loyalty to exist 
Produced a classification-loyals, habituals, variety seekers and switchers 
Provides guidance for mature rather than new or emergi ng brands 
Source: McMullan, R. A multiple-item scale for measuring customer loyalty developm.ent, Journal of 
Services Marketing, 1917, 2005, p. 472. 
Sorne of the studies presented in Table 6.1 have contributed to defining the construct 
of customer loyalty whilst others have approached its measurement. But there is still 
no universally agreed definition (Jacoby and Chestnut, 1978; Dick and Basu, 1994; 
Oliver, 1999). According to Uncles (2003: 294) the most popular conceptualizations 
are the following three. 
Conceptualization 1: Loyalty as primarily an attitude that sometimes leads to a 
relationship with the brand 
Many researchers argue that there must be strong "attitudinal commitment" to a brand 
for true loyalty to exist (Jacoby and Chestnut, 1978; Foxall and Goldsmith, 1994; 
Mellens et al., 1996; Reichheld, 1996). According to this conceptualization strong 
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attitudes and positive beliefs toward the brand as well as the influence of significant 
others, cornrnunity membership and identity are antecedents of attitudinal-loyalty to 
the brand. The last is mainly considered as single-brand loyalty monogamy. 
In the fields of advertising and brand equity research this conceptualization receives 
much conceptual support (e.g. Aaker, 1996; 1998; Keller, 1998). 
Conceptualization 2: Loyalty mainly expressed in terms of revealed behaviour 
An extension of the "attitudes define loyalty" perspective is to suggest that consumers 
form relationships with sorne of their brands. A good example of this perspective is 
provided by Fournier (1998: 344), who sees loyalty as a committed and affect-laden 
partnership between customers .and brands. According to this conceptualization 
habituai revealed behaviour and satisfactory experience and weak commitment to 
brands are two main antecedents to behavioural-loyalty to the brands. The last is 
mainly considered as divided-loyalty to a few brads polygamy. 
Conceptualization 3: Buying moderated by the individual 's characteristics, 
circumstances, and/or the purchase situation 
According to this conceptualization there are two factors which are considered as co-
determinants of buying brand(s), namely 1/ purchase situation, usage occasions and 
variety seeking and 2/ an individual's ci cumstances and characteristics. 
6.2 Dimensions of customer loyalty 
The operationalization and measurement of loyalty has varied considerably across 
studies. Early conceptualizations of service loyalty focused primarily on behavioral 
outcomes, operationalized as repeat purchasing intentions or the purchasing sequence 
behavior of consumers (Jones and Taylor, 2007: 37). As such, the focus of much 
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research on customer loyalty has centered on customer retention as a proxy for 
loyalty (Reichheld, 1994: 10). 
Table 6.2.Conceptualization of loyalty 
Au thor Type of Conceptualization 
conceptualizatio 
n 
Jacob y and Chestnut, Mono- Loyalty as a behavioral outcome: repurchase or 
(1978) dimensional switching intentions. 
Dick and Basu, (1994; Loyalty as both repurchases behavior and 
106); Pritchard et al., Two-dimensional attitudinal dispositions towards the service 
(1999: 339) provider. 
Bloemer et al., Loyalty includes a behavioral, attitudinal, and 
(1999 : 1085); de a cognitive component. The latter reflects 
Ruyter et al., (1998 : Three- consumers' brand beliefs and exclusive 
437-438); Grernler and dimensional consideration of one service provider. 
Brown, (1996: 172-
173) 
Bendapudi and Berry, Loyalty includes more than three components. 
1997; Bove and 
Johnson, 2001 ; Gu tek Multi-
et al., 1999; dimensional 
Gwinner et al., 1998 
Reichheld (2003:48) Uni-dimensional Loyalty as willingness to recomrnend. 
Despite the increasing consensus from services researchers that service loyalty is 
multi-dimensional construct, theoretical foundations for a multi-dimensional service 
loyalty construct are lacking and empirical examinations of its dimensionality scarce 
(Jones and Taylor, 2007: 43). Early conceptualizations of service loyalty focused 
primarily on behavioral outcomes. Customer retention usually is used as a proxy for 
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loyalty smce it has a precise measurable net present value (Reichheld, 1994: 10). 
Such overconcentration on the outcomes has been criticized by severa! researchers 
(Dick and Basu, 1994: 100). Despite the variety of research opinions and arguments 
about dimensions they could be summarized into three types: behavioral, attitudinal 
and cognitive (Table 6.3). 
Table 6.3.Service loyalty-related outcomes 
Di mens Service loyalty- Definition Related research ion related outcome 
Customer's aim to maintain a relationship with a Jones et al. (2000); 
Repurchase intentions particular service provider and make his or her Zeithamal et al. (1996) 
next purchase in the category from this service 
provider. 
Behavi Customer's aim to terminate a relationship with a Bansal and Taylor (1999); 
oral Switching intentions particular service provider and patronize another Dabholkar and Walls (1999) in the same category. 
Customer's aim to dedicate ali of hi s or her Reynolds and Arnold (2000); 
Exclusive intentions purchases in a category to a particular service Reynolds and Beatty (1999) 
provider. 
The appraisal of the service including the Dick and Basu (1994) ; 
Relative attitude strength of that appraisal and the degree of the Mattil a (2001 ); Pritchard et 
differentiation from alternati ves. a l. ( l999) 
Willingness Consumer willingness to recommend a service Bu teh er et al. (2001 ); Javalgi to pro vider to other consumers. and Moberg (1997); Attitud recommend 
inal Zeithaml et al. (1996) Consumer's willingness to assist the service Priee et al. ( 1995) 
Altruism pro vider or other service con su mers in the 
effective delivery of the service. 
Consumer's indifference to priee differences Anderson ( 1996); 
Willingness to pa y between th at of his or her current service pro vider de Ruyter et al. (1998) 
more and others in the same category. 
The extent to which the consumer considers the Dwyer et al. (1987); 
Exclusive service provider as his or her only choice when Ostrowski et al. (1993) 
Cogniti consideration purchasing thi s type of service. 
ve 
The sense of ownership over the service, Butcher et al. (2001) 
affiliation with the servi ce provider, or 
Identificati on congruence of values that exists between the 
service provider and the consumer. 
Source: Adapted from Jones, T. and Taylor, S. 2007. The conceptual domain of service loyalty: how 
many dimensions? Journal of Services Marketing, 21 ( 1 ), p. 38. 
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In a specialized literature presented dimensions are operationalized differently 
depending on specifie research purpose and scope (Table 6.4). 
Table 6.4.0perationalization of selected service loyalty constructs 
Dimension Operationalization Related research 
1 construct 
Considering the service provider the first Mattila, 2001 ; Zeitharnl et 
choice among alternatives. al., 1996 
Relative Strength of preference. Mitra and Lynch, 1995 Feelings of attachment to a product, service, Fournier, 1998 
attitude 
or organization. 
Altruistic behavior such as assis ting the Patterson and Ward, 2000; 
service firm and other customers. Priee et al., 1995 
Top of rnind Dwyer et al., 1987 
Gognitive First choice Ostrowski et al., 1993 
element Exclusive consideration Grernler and Brown, 1996 
Identification with the service provider Butcher et al., 2001 
Customer Oliver, 1999 
satisfaction 
Performance or credibility trust (belief that Moorman et al., 1993; 
the provider will deliver on promises) Morgan and Hunt, 1994; 
Benevolence trust (the belief that the service Lim and Razzaque, 1997; 
provider is acting the best interests of the Ganesan, 1994; Garbarino 
Trust customer and will not take advantage of the and Johnson, 1999; 
relationship) Ch.audhuri and Holbrook, 
2001; Singh and 
Sirdeshmurk (2000); Singh 
et al. (2002) 
Customer perceptions of the firm's stability Anderson and Weitz, 1989; 
Customer perceptions of the firm' s social Ball et al. 2004 
contributions to society 
Image Customer perceptions of the firm' s con cern 
with customers 
Reliability of what the firm sa ys and does 
Customer perceptions of the firm's 
innovativeness 
Complaint Morgan and Hunt, 1994 
handling 
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Exclusive consideration occurs when customers consider only one service provider 
when needing this type of service. 
6.3 Different theories of customer loyalty 
Most analyses of loyalty have been from a behavioural perspective, excluding 
attitudinal type data and concentrating on a deterministic perspective using stochastic 
models (Tellis, 1988; Ehrenberg, 1988;). A problem associated with this type of 
analysis, is that loyalty is about much more than just repeat purchase. According to 
Reichheld (2003: 48) someone who keeps buying may be doing so out of inertia, 
indifference or exit barriers rather than loyalty. Recent studies have concentrated on 
the relationship between customer loyalty and quality, satisfaction (Seines, 1993; 
Mittal and Lasser, 1998; Oliver, 1999; Martensen et al., 2000; McDougall and 
Levesque, 2000), profitability (Hallowell, 1996) or lack of pro fi tability (Reinartz and 
Kumar, 2000) and frequency program effectiveness (Dowling and Uncles, 1997; 
O'Malley, 1998; Shoemaker and Lewis, 1999). 
Oliver (1999: 473) hypothesised that there are four ppases in the development of 
customer loyalty (Figure 6.1). Each phase has a number of characteristics or 
dimensions, which act as either sustainers (attracting the customer to stay) or 
vulnerabilities (pulling the customer towards a substitute). The first three phases and 
their characteristics are based on existing validated research, however the fourth 
remains untested (Fishbein and Ajzen, 1972; Jacoby and Chesnut, 1978; Dick and 
Basu, 1994; Oliver, 1999). 
Figure 6.1. Phases in the development of customer loyalty and associated 
characteristics 
Phase Antecedents Sustainers Vulnerabilities 
Cognitive Accessibility Cost Cost 
l 
Confidence Benefits Benefi ts 
Centrality Quality Quality 
Clarity 
Affecti ve Emotions Satisfaction Dissatisfaction 
1 
Moods lnvolvement Persuas ion 
Primary Affect Liking Trial 
Satisfaction Preference -
Cognitive 
Consistency 
Conative Switching costs Comrnitment Persuasion 
1 
Sunk costs Cognitive Trial 
Consistency 
Action Inertia Persuasion Persuasion 
Sunk costs Trial Trial 
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Source: Oliver, 1999. Cited in McMullan, R. A multiple-item scale for measuring customer loyalty 
development, Journal of Services Marketing, 19!7, 2005, p. 473. 
As customers progress through the phases of loyalty development, the sustainers and 
vulnerability elements change to reflect the degree of involvement. The theory is that 
once a customer has found a product or service that he/she enjoys (meeting with 
expectations of cost, quality and benefits), and continues to use, he or she becomes 
85 
less concerned with seeking alternatives and does not respond to advertising or 
competitive threats (Oliver, 1999: 36). 
The European Customer Satisfaction Index (ECSI) could be regarded as a loyalty 
model and as such is reported by Ball et al. , (2004: 392). lt was originally closely 
derived from the American Customer Satisfaction Index model (Fornell et al. , 1996; 
Johnson et al. , 2001). In this updated ECSI model (Figure 6.2) loyalty is explained by 
the customer's satisfaction with service, the firm' s image as a stable and responsible 
service provider, the satisfactory or unsatisfactory nature of the firm's complaint-
handling, communication between the firm and the customer, and the customer's trust 
of the service provider. 
Figure 6.2.The expanded ECSI model 
Source:Adopted by Bal!, D., Coelho, P. , and Vi/ares, M. 2006. Service personalization and loyalty, 
Journal of Services Marketing, 2016, , p. 392. 
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CHAPTER 7 
LOYALTY PROGRAMS 
Loyalty programs are playing an increasingly significant and important role in 
companies' customer relationship management efforts (Zhang and Breugelmans, 
2012:50). They recently gained considerable practical and academie attention in the 
context of customer retention and customer relationship management (Stauss et al. , 
2005: 230). The underlying managerial objective of these programs is to reward 
loyal customer behavior with special services, rewards or discounts and at the same 
time to promote this loyal behavior in order to realize the economie benefit and profit 
of long-term business relationships (Reichheld, 1993: 64; Sharp and Sharp, 1997: 
474). 
7.1 What is loyalty program? 
Loyalty programs is a promotional instrument to create and develop customer loyalty 
and offer incentives to consumers on the basis of cumulative purchases of a given 
product or service from a company (Kim et al., 2001:99). Loyalty programs enable 
the creation of a relationship, that is based on individualization and interactivity, if 
they are accompanied by the techniques and tools of direct marketing and 
communication, and they become therefore a strategie tool for the management of the 
customer relationship and the customers' heterogeneity (Meyer- Waarden and 
Benavent, 2001: 6) . Loyalty reward programs can build different types of switching 
barriers, including economical, in which case customers lose benefits if they change 
service providers, and psychological, sociological, and relational barriers that 
enhance customers' trust and cornmitment in the organization, which strengthens the 
loyalty program effects beyond those of the economie aspects (Meyer-Waarden, 
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2007:224). Reward programs are created for a number of reasons, i.e. : to increase 
brand loyalty, to reduce consumer priee sensitivity and their desire to test alternative 
brands, to reinforce positive word-of-mouth support, to increase the number of users 
and the number of products purchased, to generate information, to manipulate 
customer behaviour, etc. (O'Malley, 1998; Uncles et al., 2003; Berman, 2006; Nunes 
and Dreze, 2006; Meyer-Waarden, 2008). According to Liu (2007 : 20) a loyalty 
program can be defined as "a program that allows consumers to accumulate free 
rewards when they make repeated purchases with a firm" (Liu, 2007: 20). A loyalty 
program is intended to create, maintain and improve customer loyalty over time. 
Through these reward programs companies can potentially increase repetitive 
business, and in the same way obtain rich customer data that can help future customer 
management efforts (Liu, 2007). Loyalty programs "create a reluctance to defect" by 
rewarding the customer for repurchasing frorri the organization (Duffy, 1998: 441). 
Several authors suggest that, unfortunately, the effectiveness of such programs has 
failed to meet expectations (e.g. Saba, 2000; Dugan, 2000). A variety of definitions 
about loyalty programs can be found in specialized lite rature (Table 7.1 ). 
Table 7 .1.Basic definitions about loyalty programs 
Author Definition 
Meyer-Waarden Developing consumer loyalty schemes becomes a principal concern of firms in their 
(2008: 89) efforts to identify, main tain and increase the output of the best customers through a 
value-added, interactive and long-term-focused relationship. 
Leenheer · et al., An integrated system of marketing actions that aims to make member customers 
(2007: 32) more loyal. 
Sharp and Sharp Loyalty programs are marketing efforts which reward and, therefore, encourage 
(1997: 474) loyal customer behavior in order to increase the profitability of stable customer 
relationships. 
Palmer et Loyalty program is "identifiable package of benefits offered to customers wh ich 
al. ,(2000:49) reward purchases" 
Dowling and Uncles Loyalty programs are "schemes offering delayed, accumulating economie benefits 
(1997:28) to consumers who bu y a brand" 
Yi and Jeon, Loyalty program is " marketing program that is designed to build customer loyalty 
(2003:230) by providing incentives to profitable customers" 
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A loyalty program can be seen also as a value-sharing tool which benefits both the 
customer and the company, and as an instrument that can enhance consumers' 
perceptions of what a company has to offer (Bolton et al., 2000: 96). A common 
characteristic of ali loyalty programs is that they grant benefits to customers, 
depending upon the volume of sales that they generate. These benefits can consist in 
monetary or non-monetary incentives like rebates, bonuses or services. 
The advantages of developing and implementing loyalty programs can be 
summarized as follows: 
1. Loyalty programs can help to retain profitable customers by strengthening 
relationships with them. 
2. Increased customer satisfaction and loyalty have a positive influence on long-
term financial performance. 
3. Loyalty programs participation can mcrease behavioral loyalty, e.g. more 
spending, purchase frequency and increasing share-of-wallet. 
Above mentioned advantages and relationships have been proven by varwus 
researchers (e.g. G6mez et al. , 2006; Bolton & Lemon 1999; Bolton et al., 2000; Liu, 
2007 ; Wirtz et al. , 2007). 
According to Benavent and Mayer- Waarden (2006:9) the principal strategies pursued 
by loyalty programs are: 
1. the customer relationship management with the general obje~tive to increase 
or to maintain the business level; 
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2. the customer heterogeneity management in order to better manage the customer 
diversity and their needs. 
7.2 Different types of loyalty re ward programs 
The increased popularity of loyalty programs has given rise to different loyalty 
program types (Table 7.2). 
Table 7.2.Types of loyalty programs 
Au thor Types of loyalty programs 
Rowley (2004) . Retailer loyalty programs, 
. Online loyalty programs, 
. Coalition loyalty programs, 
. Frequent shopperlflyer loyalty programs, 
. Geographical based loyalty programs and 
. Financial services loyalty programs 
Dow ling and Loyalty programs are divided based on whether the product' s 
U ncles ( 1997) value proposition is directly supported and the timing of the 
rewards. 
Oracle (2005) Loyalty programs are divided based on the number of 
participating companies: 
. solo/single or single retailer loyalty program, 
. host-company with partners and 
. multi-firm coalition 
Loyalty programs differ with respect to the importance which they attach to the 
different types of benefits and whether they grant them exclusively their most 
valuable customers (Rapp and Decker, 2003: 197). Different classifications of 
relationship marketing instruments and approaches have been proposed in the 
literature (e.g. Diller, 2000; Hennig-Thurau et al. , 2000; Odekerken-Schro""der et al., 
2003). Berry (1995:240) distinguishes amongst financial, social and structural bonds. 
While financial and social benefits· are regularly utilized in consumer markets, 
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structural bonds are much more difficult to establish. Instead, sorne companies use 
legal bonds to restrain customers from switching. These three basic approaches can 
be incorporated in loyalty programs. 
Table 7.3.Type of bonds which are used in loyalty programs 
Type of bonding Description 
Economie It refers to the core benefit and the related exchange processes. 
The economie bond can be due to a higher net benefit, lower 
costs or higher switching barriers. In the context of loyalty 
programs, fin an cial rewards (e.g. bonus points) play an 
important role, while a higher quality of the core product or 
service is usually not relevant. 
Socio-psychological It is especially distinctive for services where good personal 
relationships between employees and customers hinder the 
latter to 
switch. Additionally, special events and in di vidualized 
treatment of "good" customers can be included here. 
Contractual It applies to consumers' liabilities, such as fixed subscription 
periods or minimum purchases. 
Source: Adapted from Wendlandt, M. and Schrader, U. , Consumer reactance against royalty 
programs, Journal of Consumer Marketing, 2415, 2007, p. 294. 
According to Berman (2006: 124) there are four broad categories of loyalty programs 
(Table 7.4). Type 1 programs are often conducted by small firms. These types of 
programs do not encourage repeat purchasing and more closely resemble electronic 
coupons smce all consumers receive the same benefits regardless of their past 
pure hases. 
Type 1 programs are not able to attract big amounts of participants considering their 
simplicity. Still this type has enough shortages, i.e. these programs are not rewarding 
the loyal behavior, only members of cards and it is not stimulating the repeat 
purchase. According to Berman (2006) all of the other forms of loyalty programs 
(Types 2, 3, and 4) attempt to increase a customer's total purchases from the firm 
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through offering additional discounts, rebates, or free goods when a consumer's 
purchases exceed a given level. (2006: 124) 
Berman (2006) shows that Type 2 programs have not the database which could relate 
customers and their purchases. Customer is rewarding with free product in case if 
customer purchases the estimated amount for the full priee. These programs are 
sirnilar to quantitative discounts which are based on the total amount of purchases 
products but not on the frequency of purchases. This type is frequent! y controlled by 
the customer. Customer has the own "account" of purchases (mostly in loyalty card 
form) which is scanned during every purchase. In time then the estimated amount of 
products have purchased the customer gets free product. 
According to Berman (2006) companies who use type 3 programs are seeking to 
attract customers that they could spend as muchas possible money. This type is based 
on customers past purchases. In this case, company is requiring the exact data of 
customers, which let to identify all purchases and know how many points the 
customer has. Sometimes these programs are stimulating customers to increase 
purchase or reward loyal customers. This type is oriented to the accumulation of 
points and also gives the individual offers, discounts basing on purchase history. 
Berman (2006) point out that Type 4 merchants have a major comrnitment to loyalty 
programs and use these programs as an important element in their marketing strategy. 
Companies that use this type of program need to develop and maintain a complex 
database, be adept at data rnining, and be able to adrninister a complex 
communication and reward program. 
Program Type 
Type 1 
Members receive 
additional discount 
at register 
Type2 
Members receive 1 free 
when they purchase n 
units 
Type3 
Members receive rebates 
or points based on 
cumulative purchases 
Type 4: 
Members receive 
targeted offers and 
mailings 
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Table 7.4.Types of loyalty programs 
Characteristics of Program Example 
• Membership open to all customers 
• Clerk will swipe discount card if member 
forgets or does not have card 
• Each member receives the same discount Supermarket 
• regard Jess of purchase his tory programs 
• Finn has no information base on customer 
name, 
• demographies, or purchase history 
• There is no targeted communications directed 
at members 
Membership open to all customers 
Firm does not maintain a customer database 
linking purchases to specifie customers 
has a major product that is purchased by a 
large percentage of its customers that can be 
used as the basis of the loyalty program. 
seeks to reward customer loyalty by offering 
proportionate discounts to ali members 
Seeks to get members to spend enough to 
receive qualifying discount 
seeks to attract consumers that have moderate 
to high levels of involvement to specifie 
products. 
seeks to increase purchases by the firm ' s 
highly profitable customers through use of 
tiers and increased points for selected 
purchases. 
needs to offer members a broad range of 
rewards 
Members are divided into segments based on 
their purchase history 
Requires a comprehensive customer database 
of customer demographies and purchase 
history 
Seeks to attract consumers with high levels of 
involvement to specifie products 
Seeks to offer speciali zed communications, 
promotions, and rewards to specifie groups of 
consumers based on their purchase his tory 
Local car wash, nail 
salon, 
SuperCuts, Airport 
FastPark, PETCO 
Airlines, 
industry, 
credit card 
programs, 
Office 
Depot 
Cru ise 
hotels, 
Staples, 
Tesco, Dorothy Lane 
Markets, W akefern' s 
ShopRite, Giant 
Eagle 
Supermarkets, Harris 
Teeter,Winn-Dixie, 
Harrah's, Hallmark, 
Cruise industry 
Source: Adapted from B. Berman, 2006 Developing an Effective Customer Loyalty 
Pro gram. University of California, Berkeley Vol.49, nol 
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According to Furinto et al.,(2009:304) sorne researchers have attempted to introduce 
typologies of loyalty programs. The authors state that all loyalty programs can be 
categorized as comprising either monetary-based rewards or special treatment-based 
rewards. "Loyalty programs should be designed in such a way that they would be 
perceiv~d positively by customers, and create attitudinally loyal customers who 
would allocate a higher share of their wallets to the focal firm relative to other 
competitors in their future purchases''. (Furinto et al. , 2009:304). Recent studies have 
shown that the design of loyalty programs plays a critical role in its effectiveness 
(Kivetz and Simonson 2002, 2003; Leenheer et al. 2007; Liu and Yang 2009; Nunes 
and Drèze 2006a, b). 
7.3 The effects of loyalty programs 
Research on loyalty programs has increased in the last years (Stauss et al., 2005: 
231 ). The evidence about the effectiveness of loyalty programs has begun to 
accumulate recently, the field is still underdeveloped, and a clear picture bas yet to 
emerge (Liu, 2007: 19). The effect of loyalty programs on loyalty and the ir cri ti cal 
success factors were investigated in the context of various industry settings such as 
automotive industry (Stauss et al., 2001), packaged goods (Roehm et al., 2002), 
financial services (Bolton et al., 2000), airlines (Whyte, 2002), retail stores 
(Noordhoff et al., 2004) or telecommunication (Gustafsson et al. , 2004). Sorne 
au hors support that loyalty programs contribute to a higher a ti udinal and affective 
loyalty (Roehm et al., 2002 ; Yi and Jeon, 2003; Garcia Gomez et al., 2006). Bolton 
et al., (2000: 106) show that members of a loyalty program of a financial service 
provider actually tend to realize increased revenues, profits and higher service usage 
levels and to overlook negative service experiences. Nako (1997), Bolton (2000), 
point out that loyalty reward programs positively influence customer's preferences 
and choice of company and, in turn, transaction values and volumes, priee sensitivity, 
- - - -- ·--------- - - -------
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retention rates, and resistance to counterarguments. Witz et al., (2007: 327) find that 
the attractiveness of a reward program, on the other band, bas a positive impact on 
share of wallet regardless of the level of psychological attachment to the company. 
Zhang and Breugelmans (2012:51) conjecture that a loyalty program can influence 
consumers ' purchase behavior (e.g., store visit frequency , shopping trip spending) by 
affecting the attractiveness of the focal store relative to the attractiveness of 
competitive stores and that the design of an loyalty program and attractiveness of 
competitors can affect consumers' decisions to join the program (Kivetz and 
Simonson 2003). The effectiveness of a loyalty reward program is likely to depend on 
its design (Dowling and Uncles, 1997). An important key point is how much 
monetary value the loyalty program gives to its members, and in which form 
(Leenheer et al., 2007:34). Taylor and Neslin (2005:22-23) find that reward programs 
could increase sales through two mechanisms: "points pressure" and "rewarded 
behavior." The authors state that points' pressure mechanism is the short-term impact, 
whereby customers increase their purchase rate to earn rewards, whereas the 
rewarded behavior mechanism is the long-term impact, whereby clients increase their 
purchase rate after they have received the reward. 
Yi and Jeon (2003: 238) investigate how different program rewards influence the 
perceived value of a program and show that customer involvement bas an important 
moderating role on the program's success. Noordhoff et al. , (2004: 362) find out that 
a small number of alternative loyalty programs in a market and only little farniliarity 
of customers with these programs positive! y affect the success of the program. This is 
in accordance with the results of the study of Whyte (2002: 31) who finds an 
especially high level of spurious loyalty among members of frequent flyer programs 
who are participating in severa! different programs. 
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Negative effects of loyalty programs 
The effectiveness of loyalty programs however remains debatable (Pez, 2008:2/3). 
Despite the popularity of customer loyalty programs, researchers claim that these 
programs have proved "surprisingly" ineffective for many organizations (Lovelock 
and Witz, 2001: 111). To succeed in competitive marketplace, they suggest that 
loyalty programs must enhance the overall value of product or service and motivate 
loyal buyers to make their next purchase. The rewards alone provided by loyalty 
programs will not enable a company to retain its most desirable customers. If these 
customers are not delight and satisfy with the quality of service they receive, or 
believe that they can obtain better value from less-expensive service, they make 
quickly become disloyal (Lovelock and Witz, 2001: 111). 
An analysis of Customer Relationship Management activities has already 
demonstrated that the use of certain instruments and tactics of client retention may 
have quite a negative effect that weakens customers' commitment (Stauss and Seidel, 
2002: 203). Hansen (2000: 429) demonstrates that " customer-value-oriented 
differentiation in loyalty programs may be perceived by customers as discrirninatory 
and unfair". In a recent study Gustafsson et al., (2004: 161-162) provide sorne 
indications that operational problems in collecting prornised incentives for loyal 
behavior and complicated operational procedures of a telecom company's Cl,lStomer 
club are perceived negatively by customers. Dowling and Uncles (1997:74) claim that 
it seems unlikely that a loyalty program could alter customer behavior fundamentally, 
especially in established competitive markets. The authors note that the value 
perception of the loyalty pro gram does not necessarily transform into brand loyalty, 
especially under low involvement, because a customer is likely to derive value from 
the loyalty pro gram rather than from a product. 
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Moreover, sorne critics argue that loyalty programs no longer offer a competitive 
advantage in an environment in which all organisations offer similar programs, and 
they suggest that the end result will equalize the initial situation but with increased 
marketing costs (Dowling and Uncles 1997; Shugan 2005; Singh, Jain, and Krishnan 
2008). 
7.4 Perceived value of loyalty programs 
Perceived value of loyalty programs is a subjective construct that varies between 
customers, between cultures and at different times (Sanchez et al., 2006: 394). Ravald 
and Gronroos (1996:22) suggest that customers may have different perceptions of 
value of an offering, because this phenomen must be related to the different persona! 
values, needs and preferences as well as the financial resources of the customers, 
since these factors clearly must influence the perceived value. According to Capon 
and Hulbert (2007:22) customer value is a "moving target": as the environement 
changes, customers accumulate experience and their needs change- the values they 
seek change also. The authors state that world class companies continuously invest in 
marketing research to probe deeply into customers' needs, priorities, expectations, 
and experiences. They feet these results into the product development process to 
produce greater value for customers. 
Woodruff (1997: 142) specifies that "Customer value is a customer's perceived 
preference for and evaluation of those products attributes, attribute performances, and 
consequences arising from use that facilitate (or block) achieving the customer's goals 
and pm-poses in use situations" . From the other band, Zeithaml (1988: 13) notes four 
types of consumer definitions of value: 
1. low priee (focus on sacrifice); 
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2. whatever the consumer wanted in a product or service (focus on benefits); 
3. the quality obtained for the priee paid (trade-off between one sacrifice 
component and one benefit component); and 
4. total benefits obtained for total sacrifice incurred (all relevant components 
considered). 
Falkenreck and Wagner (2010:230) state that perceived value is influenced by a 
customer's expectations in the relationship, as well as by the quality perception. 
Customer value regulates "behavioral intentions of loyalty toward the service 
provider as long as such relational exchanges provide superior value" (Sirdeshmukh 
et al., 2002: 21). Ulaga and Eggert (2005: 75) identify four recurring characteristics 
of value: 1) customer value is a subjective concept, 2) it is conceptualized as trade-off 
between benefits and sacrifices, 3) benefits and sacrifices can be multifaceted, and 4) 
value perceptions are relative to competition. According to Bagdoniene and Jakstaite 
(2007: 53) "value is a miscellaneous benefit that is perceived by customer and is 
estimated comparing it with costs of achieving benefit" . Similarly, McDougal and 
Levesque (2000:394) define perceived value of a service as the benefits and 
advantages customers believe they receive in relation to costs and sacrifices of 
obtaining the service. It is widely acknowledged and empirically proven that 
relational benefits influence attitudes, perceived value and subsequent customer 
behavior (Tietje 2002; Deci, Ryan and Koestner 1999). Chen and Hu (2010:406) 
specify that customers may gain better value, enhanced by relational benefits through 
relational exchanges. Liljander (2000: 165) note that perceived relationship benefits 
add to the perceived value of the product because the relationship is strengthened 
when customers perceived benefits beyond their satisfaction with the core product. 
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O'Brien and Jones (1995: 77-78) suggest that there are five elements which combine 
to determine a loyalty programs value: cash value of the redemption rewards, the 
range of choice of these rewards, the inspirational value of the rewards, the perceived 
likelihood of achieving the rewards, and the ease of use of the loyalty card. They 
advocate that rewarding strategies can lead to sustainable competitive advantage if 
such strategies are planned and implemented parts of larger loyalty management 
strategy, but not short-term promotional give-aways. Li (2011 :59) point out that 
perceived benefits help to explain why customers take part in loyalty programs, 
which can lead them to loyalty with service provider. Customers are likely to receive 
benefits derived from their being in a relationship, above and beyond the core service 
performance. Customers are more likely to stay in a relationship when the gets 
(specifie benefits) exceed the gives (monetary and non-monetary costs) (Chen and 
Hu, 2010:406). These benefits have been labeled "Relational Benefits" , and are the 
result of having cultivated long-term relationships with a service supplier (Vazquez-
Carrasco and Foxall, 2006: 207). Rewards are what customers get from participating 
in a program and are often the most compelling reason to enter into a program (De 
Wulf et al. , 2003; Leenheer et al., 2007). The free reward function has a positive 
reinforcement of consumers' purchase behavior and this function conditions and 
stimulates them to continue doing business with the firm (Sheth and Parvatiyar 
1995:257). Psychologically, giving free rewards to consumers presents the firm's 
appreciation and persona! recognition of its customers (Liu,2007:20). his sense of 
being important can deepen customers ' relationship with the service provider and 
enhance their overall sense of well-being (Bitner 1995; Gwinner et al., 1998). 
Increasing the benefits for the customer means adding something to the core product 
that the customer perceives important, beneficiai and of unique value (Ravald and 
Gronroos, 1996:26). Only a few scholars have engaged in research on reward types 
and provided a classification of different benefits in loyalty programs (e.g. Barlow, 
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1996; Furinto et al., 2009, Mimouni-Chaabane and Voile, 2010). Still, the 
classifications differ with respect to categorization criteria and names for the benefit 
types. 
Leenheer et al. (2007: 35) suggest that there are two types of rewards; economie 
benefits and non-economie benefits. According to Leenher et al., (2007) the more 
economie benefits a customer perceives to gain from loyalty programs in general, the 
higher the likelihood to enroll in any program. The key important economie design 
elements of the loyalty program are its discount and saving features (Yi and Jeon, 
2003). The program with a discount feature gives priee reductions on certain items 
and products of the assortment for loyalty program participants only. In this way, a 
discount feature provides member customers with immediate rewards for their repeat 
purchases (Yi and Jeon, 2003). Another typology would be hard or soft benefits 
(Gable et al. , 2008: 36). Hard benefits consist of tangible economical rewards 
customers can obtain by participating (e.g. free products or services, special product 
offerings, coupons, discounts, gifts, free trips and so on). Soft benefits are intangible 
benefits and are rather emotional in nature (exclusive personalized communications, 
mental benefits, preferential treatments and special events). Severa! authors (Capizzi 
and Ferguson, 2005; Gable et al., 2008) suggest that it is vital for the firms to 
combine hard and soft benefits. Scientific evidence for this is provided by the study 
of De Wulf et al. , (2003: 80-81), who discovered that customers preferred to receive 
immediate hard benefits combined with soft benefits over other possible 
combinations. According to Dow ling et al., (1997: 11) customers prefer loyalty 
programs offering immediate benefits than delayed rewards. The customer' s 
immediate rewards were psychological, namely, a feeling of participation; the 
anticipation of future rewards; and "a sense of belonging" to the program. The 
delayed rewards are a bi-monthly summary of accumulated points (an achievement 
score), and sometimes (the qualification for) a reward. (Dow ling et al., 1997: 11) Jang 
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and Mattila (2005:406) indicate that monetary rewards are more convenient to 
redeem and that they off er more flexibility, th us customers pre fer fin an cial rewards 
than non-financial rewards of the same value. According to Kivetz and Simson (2002: 
167) a significant variable in the " rewards game" is the relative efficiency of 
monetary versus non-monetary rewards. Research evidence suggests that customers 
who perceive that they received "value for money'' are more satisfied that customers 
who do not perceive they received " value for money" (Zeitharnl, 1988 cited in 
McDougall and Levesque, 2000:394). However, what constitutes perceive value of 
loyalty program may vary widely from one customer to another one, and appears to 
be highly persona! and idiosyncratic (Holbrook, 1994; Zeitharnl, 1988) 
Table 7 .5.Type of benefits, provided by loyalty programs 
Authors Type of benefits Description 
Gable et al., 2008 Hard benefits Hard benefits are comprised of tangible 
rewards, su ch as product offerings, gifts, 
special deals, priee discounts, and cash 
incentives. 
Soft benefits Soft benefits are intangible and 
relationship-oriented, dominated by various 
forms of customized communications and 
preferential treatment. 
Leenheer et al., 2007 Economie benefits Rewards in the form of promotions, 
saving points, priee discount 
Non-economie benefits . Psychological benefits 
. Sociological benefits 
Findings from the study of Mimouni- Chaabane and Voile (2010: 25) indicate that 
consumer relational benefits can be categorized into three goups utilitarian benefits 
(monetary savings and convenience), hedonic benefits (exploration and 
entertainment), and symbolic benefits (recognition and social benefits). 
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Table 7 .6.Perceived relational benefits 
Dimension of benefits Sub dimensions of Definition 
benefits 
Utilitarian Monetary savings To spend less and save money 
Convenience To reduce choice, and save ti me 
and effort 
Hedonic Exploration To discover and try new products 
sold by the company 
Entertainment To enjoy collecting and redeeming 
points 
Symbolic Recognition To have a special status, to feel 
distinguished and treated better 
Social To belong to a group that shares the 
same values 
Source: Adapted by Mimouni-Chaabane and Voile, 2010. Perceived benefits of loyalty programs: 
Scale development and implications for relational strategies. Journal of business research, Vol 6,pp 
32-37 
"The nature of the reward undoubtedly influences consumers' evaluations of the 
program" (Mccall and Voorhees, 2010: 47). Therefore value of loyalty program is 
created by monetary and non-monetary privileges and benefits which proper setting is 
chosen according to research of customers' expectations and priorities (Bagdoniene 
and Jakstaiti, 2007:53). 
According to previous research pertaining to perceived benefits in general, Mimouni 
-Chaabane and Voile (2010:32) specify that the customer-perceived benefits of 
loyalty prograrns refer to the perceived value customers attach to their experience 
with the program -that is, what the program can provide or do for members. To 
assess the potential of a loyalty program to alter normal patterns of behavior Dow ling 
and Uncles (1997: 11), Lovelock and Wirtz (2007:377) argue that marketers need to 
examine three psychological effects: 
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The first effect concerns brand loyalty versus deal loyalty. According to Lovelock 
and Wirtz (2007:377) , marketers should focus on loyalty programs that directly 
support the value proposition and positioning of the product in question. 
Secondly, it is important to assess how buyers value rewards. Several elements 
determine a loyalty pro gram' s value to customers: 
1. The cash value of the redemption rewards; 
2. The range of choice among rewards-for instance a selection of gifts rather 
than a single gift; 
3. The inspirational value of the rewards; 
4. Whether the amount of use required obtaining an award places it within 
the realm of possibility for any given consumer; 
5. The ease of using the program and making daims for redemption; 
6. The psychological benefits of belonging to the program and accumulating 
points. 
The third element JS timing. How soon can customers obtain benefits from 
participating in the rewards program is a critical factor that affects customer's value 
perception of loyalty programs. Deferred gratification tends to weaken the appeal of a 
loyalty program. According to Lovelock and Wirtz (2007:377) one solution is to send 
customer periodic statements of their account status, indicating progress toward 
reaching a particular milestone and promoting the rewards that might be forthcoming 
when the pointis reached. 
CHAPTER8 
CRUISE LOYALTY PROGRAMS AND DESCRIPTION OF CRUISE INDUSTRY 
8.1. Overview of cruise industry 
A cruise liner is a passenger ship used for pleasure voyages (Sun and al., 2011 :747). 
"Today ships are not viewed as a means of transport but as floating hotels" 
(Dowling, 2007:3). lncreasingly the passenger liners are being viewed as floating 
resorts. These floating resorts rnirnic their land-based counter-parts with different 
restaurants, bars, sports facilities, shopping centers, entertainment venues, 
communication centers,etc. According to Xie and al, (2012: 152) the cruise is an 
experience in which people travel on a cruise ship to different ports of destinations. 
The voyage itself and the ship's amenities consist of transportation, accommodation, 
dining, ship-board entertainment, recreational and spa activities, domestic and foreign 
ports of calls, and shore excursions (Teye and Leclerc, 1998: 154 ), are considered the 
essential part of the experience. The cruise industry is distinct from other forms of 
travel and tourism in that a cruise can be marketed both as a form of transportation 
and as a destination (Ahmed et al., 2002: 285). The key to the success of the tourist 
cruise ship lies in its ability to adapt to the demands of the market,avoiding the 
rigidities imposed by the social conventions of the classic transatlantic voyages 
(World Tourism Organization,2010). Examples include informai dinners, 24-hour 
food service, vegetarian menus, law-calorie meals, smoking areas,bars, beauty salons, 
numerous shops on board,etc. 
During the last decade the cruise industry has been the tourism niche that bas 
experienced the most rapid growth at all. However, this form of tourism is still in its 
infancy and has not been relatively well researched. (Dow ling, 2007: 15) This sector 
requires study not only because of its economie impact and growth, but also because 
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of its complexity, since the marketing and organizational techniques applied 
revalidate its success year after year, in terms of reducing costs, improving service, 
and attracting new customers at a rate of nearly 30% per year-while also gaining the 
loyalty of repeat customers (World Tourism Organization,2010). 
Tourist cruises are a relatively modern activity, originating in the early 1970s in 
Miami, United States of America for cruises throughout the Caribbean (World 
Tourism Organization,2010). The cruise tourism has become one of the fastest 
growing and most dynamic segments of the travel and tourism industry (Dwyer and 
Forsyth, 1998; Wie, 2004; Marti, 2004), achieving more than 2,800 percent growth 
since 1970, when an estimated 500,000 people took a cruise (CLIA,2012) . Since 
1980, the industry has experienced an average annual passenger growth rate of 
approximately 7.4% per annum. After coming into the 21 st century, the world cruise 
industry has continuously gone through rapid development. During the period of 
1990-2009, the industry has experienced an annual passenger growth rate of 7.2% 
(CLIA, 2009a). In 2010 a record of 15 million passengers are forecasted to have 
cruised, with 11.1 million originating in North America (FCCA, 2011). Based on 
third quarter 2010 results and fourth quarter estimates, FCCA is forecasting that a 
record 15 million passengers cruised in 2010, with 11.1 million North American 
guests (FCCA, 2011). 
The tourist destinations visited by cruise ships are closely linked with zones in which 
cruise lines operate. A key factor in selecting a zone, as in the case of destinations on 
land, is the time of year and the climatic conditions. According to the World Tourism 
Organization (2010) the leading zone is the Caribbean,which,especially during the 
northern hemisphere's winter months, captures more than half of the demand from 
the world's leading source market, which continues to be North America. The 
Mediterranean remains in second place as a destination, ahead of Atlantic Europe (the 
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region with the greatest growth in the last ten years), having already achieved full 
autonomy vis-a vis United States and Canadian demand (World Tourism 
Organization,2010). Given the steady increase in repeat cruise passengers, cruise 
lines need destinations in new regions. This explains the interest among the leading 
cruise lines in finding new destionations zones. Central and South America have been 
among the most promosing such regions, given the appeal of their cultural and natural 
wealth and their novelty for much of the North American public. 
8.2. Croise passenger growth 
Figure 8.1 presents the average passenger annual growth rate for the period 1980-
2010. 
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Figure 8.1: Average Passenger Annual Growth Rate 1980-2010 
Source:Adoptedfrom Cruise Line International Association, 2012 
In 2011, the growth of the cruise industry continues as we enter an era distinguished 
by fourteen additional innovative, feature-rich ships; international ports-of-cali; and 
-· _:_·. 
106 
convenient departures from proximal embarkation cities. Cruise Line International 
Association (CLIA, 2012) estimated that the passengers volume for 2011 were 16 365 
000 total guests, 69% from USA and Canada, 31 % sources internationally and 103% 
occupancy. According to the European cruise council, the European cru ise industry 
continues to increase its share of the global cruise market with 25.2 million 
passengers visiting a European port in 2010; 5.2 million passengers joined their cruise 
in Europe in the same year with the industry generating €35.2 billion of goods and 
services and providing almost 300,000 jobs. In 2010 there were 198 cruise ships 
operating in Europe ranging in size from 3,600 passengers to less than 100 (ECC, 
2012). 
Table 8.1 illustrates the cruise penetration by country for North America, Europe and 
Australia. 
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Table 8.l.Croise penetration by country 2010 
Country 201 OPopulation Cru ise Pax Penetration Penetration Pax Volume 
(Millions) (Millions) (%) (Rank) (Rank) 
USA 309.30 10.090 3.26 1 1 
UK 62.04 1.560 2.51 2 2 
Australia 22.22 .466 2.10 3 3 
Canada 34.30 .69 1 2.01 4 4 
German y 81.80 1.220 1.49 5 5 
Italia 60.57 .889 1.47 6 6 
Spain 46.15 .645 1.40 7 7 
Norway 4.95 .065 1.31 8 8 
Ireland 4.47 .058 1.30 9 9 
Switzerland 7.78 .091 1.17 10 10 
A us tria 8.39 .093 1.11 Il Il 
Sweden 9.42 .061 .65 12 12 
France 65.82 .387 .59 13 13 
Denmark 5.56 .026 .47 14 14 
Netherlands 16.65 .076 .46 15 15 
Belgium 10.83 .047 .43 16 16 
Portugal 10.63 .041 .39 17 17 
Fin land 5.38 .016 .30 18 18 
Luxemburg .50 .003 .06 19 19 
Other people .171 
Source: adopted by by Cruise Line International Association, 2012 
8.3 Segmentation of the world cruise market 
According to the World Tourism Organization (2010:61) the four main sectors in the 
emise industry are " luxury" , " prernium" , " contemporary" and " budget" . The 
disctinction between luxury and prernium croises has been increasingly blurred, since 
the on-board facilities offered by prernium cruises have improved considerably. 
W orld Tourism Organization (20 1 0) shows that lux ury croises will gain greater 
acceptance when the public becomes aware that the prernium and contemporary 
segments are selling are essentially " holiday-at-sea-packages" ,whereas the luxury 
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segment focuses on more pampered and personalized service. The mam 
characteristics of each segment are described as follow: 
8.3.1. "Budget" Segment: 
1. Low priee 
2. Appealing to youth and lower income population; 
3. Not available in the North America market; 
4. Cruises of 3-7 days ; 
5. Most common destination or zone: Mediterranean; 
6. Small ships with a minimum of on-board facilities. 
8.3.2. "Contemporary" Segment: 
This is the most popular and most profitable segment. The key characteristics of 
contemporary class cruises are as follows: 
1. They offer esort-type facilities with a strong emphasis on on-board 
activities and services,such as beauty shops, golf,ice skating,spa,etc; 
2. They are very well adapted to the needs of farnilies with children of ali 
ages (child entertainment programmes, children's movies in the staterooms, 
queen size beds,etc; 
3. Their target public is very broad, offering something for everyone,although 
attractive for first-time cruise passengers,farnilies,couples and young people; 
4. They serve common destinations or zones: the Caribbean, Alaska, 
Mediterranean and Atlantic Europe; 
5. They offer itineraries lasting 3-4 to 7 days; 
6. The ships are large, mostly of new construction; 
7. They favour Las Vegas-style interior decoration. 
8.3.3. "Premium" Segment: 
The segment is defined by the following characteristics: 
109 
1. A somewhat more sophisticated product than contemporary-better suited to 
repeat cruise passengers; 
2. Clientele in the over-40 age group,often professionals; 
3. Interior decoration with soft colours in more refined taste than 
comtemporary ships; 
4. More emphasis on crutses m excess of seven nights than m the 
contemporary segment; 
5. Itineraries featuring rarely visited ports. 
8.3.4. "Luxury" Segment: 
1. This segment is defined by the following differences: 
2. High stlye luxury with emphasis on the destination and on-board facilities; 
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3. Exclusivity, with fewer passengers and a much more formai atmosphere; 
4.Spacious accommodations,with a high percentage offering views of the 
sea; 
5.Clientele: couples and singles with a taste for super luxury resorts on land, 
with no facilities for children; 
6. More sophisticated interior design,with antiques and art collections of great 
value; 
7 .Smaller sized ships 
8.Itin~raries focused on unusal ports and places; 
9. ltineraries lasting more than 10 days. 
8.4. Principal groups of croise lines 
The rapid growth of cruise industry is illustrated by the large number of cruise ships, 
cruise lines and the advent of cruise corporations (Dowling, 2007:4). Over recent 
years one of the defending characteristics of ·the cruise industry has been the 
consolidation of the major players. Today it is dorninated by three major companies: 
Carnival Corporation, Royal Caribbean Cruises and Star Cruises Group (Table 8.2). 
According to Dowling (2007:11) Carnival Corporation is the largest company and it 
includes more than 60 ships and 13 brands. Carnival's success has been largely due to 
the introduction of its "Fun Ships" marketing, which lifted the interest of potential 
cruisers in the 1980s and 1990s. In 1996 it introduced its "Vacation Guarantee" 
aimed mainly at first-time passengers, which stated that if a passenger were not 
satisfied with their cruise experience, they could disembark at the first port of cali and 
have their cruise payment fully refunded. It also introduced a number of other 
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innovations into the croise industry including the Paradise, the first fully non-smoking 
ship. Royal Caribbean Croises is the second largest cruise group in the world. This 
corporation is strongly focused in the North American market. The third major 
corporation is the Star Cruises Group, founded by the Malaysian company Genting 
International Group in 1993. 
Table 8.2.Major croise corporations 
Rank Parent group No. of ships Cruise lines 
1 Carnival Corporation 70 Carnival Cruise Lines 
Rolland America Line 
Windstar 
Costa Crociere 
Cu nard 
Seabourn Cruise Line 
P&O 
P&O(Australia) 
Princess Cruises 
Swan Hellenic 
Aida Croises 
2 Royal Caribbean Croises 27 Royal Caribbean International 
Celebrity Cruises 
3 Star Cruises Group 19 Star Cruises 
Norwegian Cruise Line 
NCL America 
Orient Lines 
Source: Adoptedfrom Dowling, Ross K. 2007.Cruise Ship Tourism, CAB/ Publushing, pp. / / 
Eighty-eight percent of the world' s supply of croise ship bed-places is controlled by 
these three large groups: Carnival Corporation and Plc; Royal Caribbean Ltd. and 
Star Cruises. The three multi-brand groups encompass all market segments and 
operate very modern fleets. According to the World Tourism Organization (20100 the 
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"Big Three" operate at occupancy levels near or above 100%-something not seen in 
other subsectors of the travel market. This is precisely what drove its strong 
expansion policy. In order for market to grow, more ships must be added, and for 
that, new construction is being increased significantly. Thirteen ships were introduced 
in 2011 (12 new, one refurbished) 14,886 new beds and fourteen news ships to be 
introduced in 2012 (CLIA, 2012). Nowadays ships offer a new generation of onboard 
features and a world of innovation, including surf pools, planetariums, on-deck LED 
movie screens, golf simulators, water parks, demonstration kitchens, self-leveling 
billiard tables, multi-room villas with private pools and in-suite Jacuzzis, ice-skating 
rinks, rock-climbing walls, bungee-trampolines and much more. From a product 
standpoint, the ships offer an array of feature-rich innovative facilities, amenities and 
services that exceed the expectations of a growing population of travelers. (CLIA, 
2012) 
8.5. Cruise Loyalty programs 
lt has become increasingly difficult for croise lines to gain market share in recent 
years (Dowling, 2007:70). Today's travelers would be hard pressed to not find a 
croise line, ship, stateroom or itinerary that did not offer something for everyone 
(FCCA, 2011 ). The fast development and availability of new and modern technology; 
the escalating expectations and empowerment of the individual; the ad vent of a global 
operating environment; and the " erosion of conventional timeframes in the 
electronic-enabled era" are changing the competitive landscape (Liu,2006:44). The 
profound changes in the business environment are driving the croise companies to 
adopt wider business horizons and gearing more toward customer oriented 
perspectives such as customer reward programs (Liu,2006:44). Croise lines offer 
individual loyalty programs, or past guest clubs, to reward passengers for cruising 
with them and to influence their purchase behavior. Just taking one croise, croise 
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companies automatically qualify their clients for membership (Motter,2010). 
Competitive advantage cao be gained by leveraging knowledge of customers' 
perceptions to different types of relational benefits offered by loyalty programs. 
In this study, we examine customers' perceptions and estimation of one of the most 
frequently used loyalty reward programs in the Bulgarian cruise market: Rolland 
America's Mariner Society Rewards Program, The Princess loyalty program, the 
Captain's Circle and NCL' s Latitudes Club. 
8.5.1 Holland America's Mariner Society Rewards Program 
Rolland America's Mariner Society Rewards Program provides past guests with new 
benefits including onboard discounts while sailing and special rates on select cruises 
and reduced or free third and fourth rates when booking future cruises 
The new Mariner Society Rewards Program offers a four-level progressive 
membership. All guests who sail with Rolland America Line are automatically 
entered into the Mariner Society. Level. of membership is based on past cruises 
recorded as cruise days. Guests automatically collect additional "cruise days" or 
cruise day credits based on their onboard spending or through the purchase of one of 
the prernium line's suite options. 
When customers embark upon an enchanting journey with Rolland America Line, 
they are more than just their honored guest. They also become a member of the 
exclusive Mariner Society, just one more way to show that Cruise Company is 
delighted to have them aboard. Each day customer's cruise with the company, they 
will earn Cruise Day credits that entitle them to special gifts and invitations to 
exclusive onboard events. Plus, they will earn additional Cruise Day credits just for 
doing all the things they look forward to while at sea. Like enjoying a gourmet dinner 
in any of the intimate specialty restaurants, indulging in a relaxing massage at the 
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Greenhouse Spa & Salon or booking shore excursions. As they collect more Cmise 
Day credits, they will move up to higher Star levels and earn even greater rewards 
and discounts on future emises. 
Every guest that joins the company for any Rolland America Line emise returns as a 
Star Mariner. It's the way of saying Welcome Back, and every guest should start 
feeling the special treatment as soon as come aboard. Star Mariners receive different 
benefits. The following table shows these benefits: 
Table 8.3.Star Mariner's benefits 
Member Benefits Star Mariner 2Star 3Star 4Star 
Mariner Mariner Mariner 
Welcome Back Embarkation y es y es y es y es 
Lunch in the dining room 
(from 12:00pm to 1:30pm) as 
weil as a complimentary 
Mariner Champagne Brunch 
A collectible gift presented to y es y es y es y es 
guests on board 
A free subscription to the print y es y es y es y es 
or digital version of Mariner 
magazine 
Off ers to special sailings y es y es y es y es 
hosted by a representative of 
the Mariner Society 
Special offers on select sailings _y_ es y es _y_ es y es 
A 50% cruise fare discount on y es y es y es y es 
the 3rd/4th gu est staying Ill 
y our stateroom on select 
sailings 
A complimentary photo of the no y es y es y es 
ship 
A 10% discount on Holland no y es y es y es 
America Li ne logo clothing 
sold in onboard signature shops 
(may exclu de already 
discounted merchandise) 
A 15% discount on no y es y es y es 
merchandise from 
www .shophollandamerica.com 
An ann ual cruise planner no y es y es _y_ es 
A special recognition lape) pin no y es y es y es 
Member Benefits Star Mariner 2Star 3Star 4Star 
Mariner Mariner Mariner 
A 25% discount on specialty no y es y es 
restaurant surcharges, wine 
packages, beverages in the 
Explorations Café and ali mini-
bar purchases 
Discounts on select treatments no no y es y es 
from the Greenhouse Spa & 
Salon 
Advance information on new no no y es y es 
itineraries 
A waiver of air deviation fees no no y es y es 
A 50% discount on specialty no no no y es 
restaurant surcharges, wine 
packages, beverages in the 
Explorations Café and ali mini-
bar purchases 
A complimentary wine tasting no no no y es 
session 
Complimentary laundry and no no no y es 
pressing services 
A 15% discount on Rolland no no no y es 
America Li ne logo clothing 
sold in onboard shops (may 
exclude already discounted 
merchandise) 
Priority di sembarkation no no no y es 
Priority tender 
Priority check-in 
Earl y notification of shore no no no y es 
excursions available for pre-
boo king 
A complimentary one-year no no no y es 
subscription to Travel + 
Lei sure or Food & Wine 
magazine (one per household) 
Source: Adoptedfrom Holland America Line 
http://www.hollandamerica.com/main/Main.action (last visited on 22 December 2011) 
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8.5.2 The Princess loyalty program 
The Princess loyalty program, the Captain's Circle has three levels beginning at Gold 
for two to five cruises, Platinum for sixto 15 cruises and Elite for 16 cruises or more. 
There are special offers and early booking incentives, every client can receive by 
mail, email or phone. A representative of the Princess Captain's Circle is onboard 
every cruise to make sure cruise passengers will receive all the benefits to which they 
are entitled. 
Princess Cruises Captain's Circle Members who book early can enjoy an additional 
savings of up to $100 per pers on off the ir cruise fare (for the first /2 passengers in the 
cabin). Launch amount varies by ship itinerary, stateroom category and cruise length. 
This discount can be combined with Launch Fares, group rates, and regional 
promotions and other past passenger discounts. 
Throughout the year, the cruise company specially selects itineraries and keeps their 
customers informed of special offers and deals. Clients can tell whether they would 
prefer to hear about these by mail, phone or email in the customers Member Profile. 
The following Table 8.4 show the benefits provided by this program. 
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Table 8.4. Captain's Circle's benefits 
Member Benefits Gold members Platinum Elite members 
members 
Members Only Onboard Events y es y es y es 
Princess Passport- Special Princess y es y es y es 
Passports are another Member 
exclusive, giving customers a unique 
way to record their memories of 
treasured adventures. 
Collectible Destination Stamps y es y es _y es 
Access to a Circle Host Onboard- The y es y es y es 
cruise company is committed to making 
clients' vacation experience a special 
one- that's why, onboard every vesse!, 
there is a Circle Host, a representative 
of the Prin cess Cruises Cap tain ' s Circle, 
ready to make sure that every guest will 
receive ali the benefits to which is 
entitled 
Member Benefits Card- Customers have y es y es y es 
been issued a membership card which 
indicates their Member status. This card 
should be kept handy at ali times and 
their Member number quoted when 
making a reservation. Providing this 
number guarantees that every guest will 
receive ali the benefits to which you are 
entitled 
Princess Cruises Captain ' s Circle y es y es y es 
Quarterly Magazine 
Prin cess Crui ses Captain 's Circle e y es y es y es 
Newsletter 
Gold Member Recognition Pin y es y es y es 
Prin cess Cruises Captain 's Circle y es y es y es 
Center Online- Once customers register 
for the Circle Center, they will have 
access to extra benefits, including our 
Stand by Program. Princess will also 
feature regularly updated articles on the 
latest developments at Princess like new 
ships, i tineraries and shows. Every 
Me rn ber Profile is also accessible 
through the Center and can be kept up 
to date to ensure that members are able 
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Member Benefits Gold members Platinum Elite members 
members 
to anticipate their every need 
Princess Free Cru ise Photo y es y es y es 
Competition- Share the favorite photo 
from the recent Princess cruise or cruise 
tour, accompanied by a story of 
between 20 and 50 words describing 
guests Princess Experience and they 
could win a free Princess cruise 
Complimentary Cruise Atlas no y es y es 
Princess Platinum Vacation Protection no y es y es 
Upgrade- As a Platinum Member, when 
purchase Princess Vacation Protection 
at the standard rate, Prin cess will 
purchase an upgrade to Prin cess 
Platinum Vacation Protection 
automatically on your behalf 
Preferred Check-In no y es y es 
Platinum Disembarkation Lounge 
Complimentary Internet Packages no y es y es 
Exclusive Phone Li ne- Enjoy an no y es y es 
exclusive shore side phone number for 
contact to the Circle Desk. The cali will 
be routed quickly through to the 
Membership desk to discuss cru ise 
history, membership status, benefits 
delivery or any other Circle-related 
questions members may have 
Priority Ship to Shore Tender no no y es 
Embarkation 
Priority Disembarkation 
Shoe Polishing Service no no y es 
Complimentary Laundry and no no y es 
Professional Cleaning Services 
Complimentary Mini Bar Set Up no no y es 
Deluxe Canapés Selection no no y es 
Afternoon Tea no no y es 
Upgraded Bathroom Amenities no no y es 
1 0% Boutique Discount no no y es 
Complimentary Grapevine Wine no no y es 
Tasting 
Source: Adopted from Princess Cruises http://www.princess.com/ (fast visited on 22 
December 2011) 
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8.5.3. Latitudes Rewards is the loyalty program of Norwegian Cruise Line 
It's the company way of showing just how much appreciates and values guests 
choosing to sail with NCL again. Depending on how many rewards points they have 
earned, members belong to one of four tiers - Bronze, Silver, Gold and Platinum. 
With Latitudes Rewards, there are numerous ways to accumulate points and earn 
benefits. As a Latitudes Rewards member guests can: 
1. Save with the monthly members' only Latitudes insider offers, which feature, 
for example, on-board credits on selected future sailings. 
2. Enjoy attractive benefits on board. 
3. Move up to the next tier quickly. 
4. Enrolling in the Latitudes Rewards program 
The program has four levels, with increasing benefits from Bronze (up to 5 cruises) to 
Silver (6-9), Gold (10-14) and Platinum (15 cruises or more). The progressive 
benefits and faster advancement to each new level makes working the customer's 
way through this program more worthwhile than its competitors. Table 8.5 illustrates 
these benefits. 
Table 8.5.Latitudes rewards member benefits 
Latitudes Rewards Member Benefits Bronze Silver Gold Platinum 
Monthly Lati tudes Insider Offers y es y es y es y es 
on select sailings throughout the year 
Priori ty Check-In y es y es y es y es 
to expedite embarkation 
On-board Latitudes Rewards Representatives y es y es y es y es 
to assist our loyal guests on board 
-----------------------
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Latitudes Rewards Member Benefits Bronze Silver Gold Platinum 
On-board Discounts: y es y es y es y es 
10% discount at duty free shop; free work of art for 
attending art auction; 30 free minutes with 250-
minute Internet package purchase, 15 free minutes 
with lOO-minute Internet package purchase 
Members Only Cocktail Party y es y es y es y es 
on board to meet fellow Latitudes Rewards members 
and on-board crew 
Ship Pin y es y es y es y es 
given on board your sailing as a souvenir 
Discount qn Photo Packages: no y es y es yes 
15% Silver members, 20% Gold members, 25% 
Platinum members 
Discount on Spa Signature Services no y es y es y es 
during port days: 15% Silver members, 20% Gold 
members, 25% Platinum members 
Nightly Chocolate no 
on pillow as part of turndown service 
y es y es y es 
Exclusive On-board Gathering no y es y es y es 
to meet our ship's officers 
Priority Tender Tickets no no y es y es 
to get to our ports of cali faster 
Priority Disembarkation no no y es y es 
to expedite the disembarkation process 
Fruit Basket no no y es y es 
to enjoy in your stateroom 
Chocolate Covered Strawberries no 
delivered to your stateroom the first evening 
no no y es 
Concierge-Service no no no y es 
Complimentary Dinner at Le Bistro no 
enjoy dinner for two and a complimentary bottle of 
no no y es 
wine at our roman tic French Bistro 
Complimentary Laundry Service no no no y es 
to keep your wardrobe fresh 
Complimentary Sparkling Wine ho no no y es 
for your enjoyment while in your stateroom 
Complimentary Behind-the-Scenes Ship Tour no no no y es 
where you'll find out what it really takes to keep our 
ships afloat 
Source: Adopted from Norwegian Cruise Line http://www.ncl.eu/ (fast visited on 22 
December 2011) 
Overview of Chapter 9 
CHAPTER9 
METHODOLOGY 
In this chapter, the design and metho.ds utilized for the current study are discussed. A 
mixed qualitative and quantitative method was utilized which consists of both 
qualitative approach (in Phase 1) and quantitative approach (in Phase 2). In Phase 1, 
four in-depth guided conversations are conducted and in Phase 2, a survey of the 
Bulgarian emise passengers is conducted. A survey instrument is developed based on 
the findings of Phase 1 as well as the relevant literature to test this study' s conceptual 
model. Finally, data collection procedures and analysis methods ensue. 
9.1. Research design 
The purpose of this research is to explore customer reactions toward different types of 
loyalty programs used in the Bulgarian emise industry. The research approaches 
chosen for this study is deductive. Deduction is ''the human process of going from 
one thing to another, i.e. of moving from the known to the unknown" (Spangler, 
1986:101). By taking a deductive approach we use what we know about the loyalty 
programs in the croise industry and move to what we cannot see directly- how 
customers react toward these reward programs. A deductive approach help to better 
describe and explain the pattern of relationship and interactions between the variables 
we are looking at. According to Altinay and Paraskevas (2008:75) , the deduction 
approach is usually associated with quantitative research. Whereas qualitative 
researchers are guided by certain ideas, perspectives or hunches regarding the subject 
to be investigated, quantitative methodologies test theory deductively from existing 
knowledge, through developing hypothesized relationships and proposed outcomes 
for study. (Cormack, 1991). The quantitative research 1s considered as more 
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appropriated approach depending on the topic of this study. A quantitative approach 
is fundamental, in order to examine customer perceptions and attitudes towards 
different type of relational benefits and analyze customer reactions toward loyalty 
programs. 
According to Altinay and Paraskevas (2008:131), the researcher is stronger when it 
mixes research paradigms, because a fuller understanding of human or organizational 
phenomena is gained. Based on the research objectives of this study, in relation to 
customer reactions toward loyalty programs and building loyalty, it is necessary to 
conduct both a qualitative and quantitative enquiry. Basing on the underlying 
assumption of Altinay and Paraskevas and increasing the credibility of this study, the 
qualitative approach is chosen to provide the necessary background and more 
information about the rewards programs used in Bulgarian emise industry from the 
management perspectives. Qualitative research methodology is a scientific method 
used by researchers whenever there is phenomenon about which little is known or one 
wishes to obtain more, or new in depth insight to the problems in question (Babbie 
2010:275). 
9.2. Data collection technique 
"There is range of data collection techniques available for researchers to allow them 
fulfill the requirements of their research" (Altinay and Paraskevas, 2008: 107). It is 
therefore important to consider the appropriateness of severa! data collection 
technique in relation to the aim and objectives of this research. Different methods use 
different process to construct findings, and these processes are valuable in 
contextualizing data generated in various ways. 
Content analysis of documents is used as a complementary data collection method for 
this study. This technique involves reviewing and analyzing the contents of 
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documents such as journal articles and publications about cro1se compames and 
reports , and drawing inferences from the analysis (Altinay and Paraskevas, 
2008: 131 ). The information obtained from the documents was also compared and 
contrasted with findings from the other source. 
To ensure that the concepts adapted from general marketing literature are applicable 
to the context of croise industry and to collect exhaustive information about the 
loyalty programs used in Bulgarian croise market, we conducted four in-depth 
exploratory interviews with croise agency managers and croise experts. In order to 
accomplish this exploratory part, a qualitative approach was taken as an initial phase 
of the research. A qualitative research style was employed because it is particularly 
appropriate when there is the necessity to provide insight into an area in which theory 
is lirnited (Patton, 2002; Golafshani, 2003). 
The four exploratory interviews were conducted during the mon th of March 201 2, 
before the quantitative part of this study. The central focus of the interviews was to 
gain more informed knowledge on Bulgarian croise market and loyalty programs 
used in this industry. AU interviews were conducted in a very friendly manner and 
most interviewees were happy to contribute to the research topic. The four · 
exploratory interviews were conducted at the interviewee' s work places. Each 
interview covered over a period approximately of one hour. The interviews begin 
with questions about the Bulgarian croise market and questions about what kind of 
loyalty programs are used in Bulgarian croise industry. Then, for each program 
identified, the respondents were identified and discussed what kinds of tactics are 
deployed in these programs in order to gain new customers and to retain present 
customers, what kind of relational benefits provide these programs. The respondents 
were specified the difference between the programs identified. The results from the 
transcribed tapes indicated which elements determine a pro gram' s value from a 
124 
customer's perspective, what kinds of rewards is preferred by their customers. This 
first stage of the research provided the necessary background and information, about 
the reward programs, to assess the different types of loyalty programs used in the 
Bulgarian cruise industry, to analyze the tactics used in these programs in order to 
retain customers. The interviews were also used as basis for the customer survey 
questionnaire development to quantitatively test our proposed hypotheses. 
Based on an extensive literature review and the results of the in-depth interviews, .a 
survey questionnaire (annex 2) was developed. The basic purpose of the process of 
questionnaire development was the focus on simplicity and accuracy so that 
respondents would find it easy to answer the questions. All surveys included a cover 
letter stressing the importance of the study and also explaining the necessary pm-pose 
and details that participants needed to know to effectively participate. The cover letter 
clearly stated that the study was research being conducted in partial fulfillment of a 
Mas ter' s thesis, while also outlining the purpose and intent of collecting the data. The 
interviews conducted helped to refine items relating to the questionnaire. 
The survey was conducted in collaboration with travel agency Contitrans M and Tour 
chance. These agencies are the leading cruise agencies in Bulgaria with head office in 
Sofia, the capital of Bulgaria, and with offices located in the biggest towns in 
Bulgaria. The survey was carried out in two parts: on-line survey and face to face 
interview. The questionnaire were created using surveymonkey.com. Although 
online surveys have sorne recognized disadvantages (e.g., incompatibility, Internet 
accessibility, and security concerns), they have advantages over traditional methods 
in term of lower costs, added convenience, and quicker execution and responses 
(Jeon, 2008:46). The respondents were asked to complete the questions based on their 
experience and descriptions made below the questions about the evaluation of each 
loyalty program identified. 
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On 1 April, 2012, an email was distributed to the selected clients containing a 
participation invitation and the survey. The participation invitation contained an 
explanation of the study, confidentiality information, estimated completion time and a 
web link to the questionnaire. The distributed emails contained links to a survey 
which measured attitudes towards customized loyalty programs, involvement with 
loyalty programs, customization of loyalty program rewards, perceived value, and 
loyalty with a retailer. Two reminders were sent to increase the response rate. About 
70% of the e-mails were deliverable. About 25% (56 customers) of the recipients of 
the delivered mails complete the survey and were inchided in this study. 
Parallel with the online survey, the questionnaire was also printed out and distributed 
to the clients of Contitrans M and Tour chance. The personnel was responsible for 
providing every client visiting the office with the opportunity to volunteer by 
completing the survey. It was believed that the subject agency would provide the 
greatest ability in reaching the desired target population for purposes of this study. 
The employers had successfully distributed approximately 139 surveys of their 
clients, within a 3 months ' time frame . 
9.3. Sampling design 
An important step within the sampling design process is the specification of the target 
population which is defined as "collection of elements or abjects that possess the 
information" (Malhotra, 2010: 372) relevant for the research project at hand. The 
sample of the qualitative research consisted of four managers. Ali of these managers 
have direct work experience and currently they are part of the cruise industry: Dilqna 
Georgieva, Vice President of Sales and Marketing- cruise agency Contitrans M, 
Temenujka Qncheva, Executive Vice President- travel agency Tourchance Varna, 
Shake Ekmekchian, Executive Vice President- travel agency Tourchance Sofia and 
Stoyan Marinov, Director of the College of Tourism- Varna. 
----------------------------------------
126 
For the quantitative research of this study, there are restrictions concerning the target 
population. The accuracy of findings largely depends upon the way of selection of the 
sample (Kumar, 2005:23). The survey population for this research was composed of 
Bulgarian customers who have taken a emise vacation before. The purpose and 
research questions of this thesis, required obligatory all the respondents of the survey 
to have been on a emise before. Subjects for the current study are the clients of 
cruise agency Contitrans-M, which is located in the capital of Bulgaria, Sofia. The 
other travel agency Tour chance is located in the three biggest cities in Bulgaria-
Sofia, Varna and Plovdiv. 
9.4 Research instruments 
9.4.1 Pre- test 
Before collecting the actual data, a pre-test is performed to determine the 
effectiveness of the questionnaire. A pre-test involves the testing of the questionnaire 
on a small sample of respondents with the purpose of improving the questionnaire by 
identifying and elirninating potential problems concerning question wording, order, 
form and layout (Malhotra, 2010: 354). Further, pre-testing also allows assessing 
whether manipulations worked as intended. For the present study, one pre-test have 
been conducted by sending e-~ail invitations to a non-probability convenience 
sample that includes ten friends and farnily members. This no probability sampling 
technique has been selected because friends and farnily members are sampling units 
that are relatively easy to access and cooperative (Malhotra, 2010). All e-mail 
invitations contain a link to an online questionnaire with a short introduction. Results 
have shown that that respondents have no difficulties with the comprehension of the 
questions, the comprehension of the description of each loyalty program identified 
and the length of the questions. 
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9.4.2. Structure of the questionnaire (annex 2) 
The actual questionnaire was developed after the pre-test. According to Malhotra 
(2010: 336) a series of steps should be taken into consideration when designing a 
questionnaire. These steps include for example the determination of the right question 
wording or the identification of the format and layout. As it would go beyond the 
scope of this study to focus on each of these steps in detail, this section discusses the 
sampling design, structure of the questionnaire, and t~e measurement scales. 
The questionnaire comprises four sections with a total of 21 questions. The first 
section of the questionnaire begins with screening question to ensure that respondents 
met the threshold criteria which was participation in a cruise trip. The consumers 
were asked to identify the company which organized the last trip, the frequency of 
their voyage and which factors affect their decision when they choose a cruise trip. 
The respondents were asked to rate the level of importance for each factor on a 5-
point scale, i.e., for being 1 " very important" to 5 "not important at all" . The factors 
were adopted by SERVQUAL scale (Parasuraman et al.), by Viannelli et al., (2009:5), 
by Carnival UK Cru ise report (20 10:14) and by the four exploratory interviews 
conducted. The last question of this section gathers data about the customer 
perception of the cruise company that had organized their last trip. The items of this 
question were adopted by Mc Mullan (2005: 476). The scale for measuring the 
agreement with the statements was five-point scales with 5 being strongly agree o 1 
for strongly disagree. 
The second section consists of two questions. The purpose of the section 1s to 
measure the customer perceptions and attitudes toward loyalty programs. The first 
question gathers information about the customers' perceived value of relational 
benefits provided by cruise loyalty programs. The respondents were asked to specify 
the level of importance of each benefit provided by any loyalty program. The 
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different dimensions of benefits mentioned in the survey were adopted by a review of 
previous research. Mimouni- Chaabane and VoUe, (2011:4) suggest that the benefits 
customer obtain from joining loyalty programs consist of utilitarian benefits 
(monetary savings and convenience), hedonic benefits (exploration and 
entertainment), and symbolic benefits (recognition and social benefits) . Leenher et 
al., (2007: 35) specify that the benefits consist of monetary and· nonmonetary benefits. 
The scale for measuring the importance of each factor was a 5-points scale i.e. , for 
being 1 "very important" to 5 "not important at all" . The second question gathers 
data about customers' attitudes to loyalty programs when deciding on cruise voyage. 
The different items were adopted by Mc Mullan (2005: 476). For the second question, 
the respondents were asked to express their level of agreement on a scale from 1 
"strongly disagree" to 5 "strongly agree" 
The purpose of the third section is to assess customer's estimates of the three loyalty · 
programs which are the most frequently used in the Bulgarian cruise industry. The 
section begins with four questions about customer attitudes to loyalty programs. The 
respondents were asked to specify if they are member of sorne loyalty programs, what 
kind of loyalty program has been offered to them when they were choosing their last 
cruise trip and how familiar are with each of loyalty program identified in the 
questionnaire. The purpose of the fowling three questions is to obtain customer 
assessment of three different loyalty programs. Before each question, small 
description of each program identified is written to provide more information about 
these programs. The respondents were asked to evaluate each program basing of 
eleven different benefits. The different dimensions of benefits were adopted by 
Mimouni- Chaabane and Volle (2011:4), Leenheler et a/.,{2007:35) and by the 
information gathered from the exploratory interviews. 
129 
At the end of this section, we add two open questions about the strengths and 
weaknesses of identified loyalty programs. The researcher asked the respondents to 
express their own opinion and estimationes as well as to point out which are the 
strong and weak points of these programs. 
The last section of the survey was to get res pondent' s demographie information su ch 
as age, gender, occupation and monthly income. 
9.5. Measurement scales 
In order to draw up the questionnaire, we completed an exhaustive review of research 
from different study areas supplying the measurement scales of variables used in this 
dissertation. In this way, we aim to fulfill the requirements of reliability and validity 
of scales as far as possible. 
Nevertheless, the items obtained needed to be corrected in order to adapt them to our 
specifie context. Furthermore, we created new items from theoretical concepts found 
in relevant literature. All of the survey items that were used for measurement of the 
constructs are listed in Table 9.1. 
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Table 9.1 .Measurement item 
Variable 
Perceived factors affecting customers' 
decision making to purchase a croise 
product 
Perceived relational benefits of loyalty 
programs 
Economie 
Non economie 
Perceptions towards croise company 
Loyalty Vulnerabilities Service 
Measurement 
Priee 
Company image 
Itinerary 
Starting port of the ship 
Loyalty programs 
Complementary services 
Category of croise company 
Category of the ship 
Scale items adapted from Vianne/li et al., 
{2009:5};Carnival UK Cruise report {2010:14} 
Special discount of the priee of the croise 
voyage 
Onboard priee reduction 
Diversity of extra onboard services 
Advance notice of new itineraries 
Advance information on special sailings 
Exclusive newsletter and monthly email 
Exclusive reservations 
Special collectable gifts 
Special customer treatment 
Priority tender embarkation/ disembarkation 
Invitation to special onboard events 
Seo le items adapted from Mimouni-
Chaabane et Voile {2010:25}and Leenheler et 
a/.,{2007:35} 
It is the leading croise company with long-
standing experience 
It offers good value for money 
A friend of relation has already used it 
The croise service proved satisfactory in the 
past 
I have been using that company for years 
now 
I feel totally involved with this company 
It has wide-ranging offers 
Variable 
Attitudes toward loyalty programs when 
deciding on cruise company 
Loyalty Vulnerabilities Money 
Measurement 
1 feel service to be efficient 
lt offers attractive loyalty programs 
lt offers complementary services 
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Loyalty Scale items adapted from Mc Mu/lan 
{2005: 476} 
Wh en deciding on a cru ise company, 1 am 
not interested in bargain hunting 
Wh en choosing a cru ise company, 1 compare 
priees of different companies to be sure 1 get 
the best value for money 
Wh en choosing a cru ise company, the port is 
the most important factor 
1 would try an alternative cruise company if 
its loyalty pro gram off ers 1 OOUSD discount 
1 would try an alternative cruise company if 
its loyalty program offers at !east 3% 
discount of the next voyage 
When 1 choose a cruise voyage, 1 prefer a 
cruise company that 1 know best. 
Loyalty Scale items adapted from Mc Mu/lan 
(2005: 476} 
Ail items measured on five -point scales 
9.6. Conceptual model and hypothesis 
Figure 9.1 depicts the conceptual model used in this study. There are three variables 
used in the model: perceived value of loyalty programs, attitudes and customer 
estimation of loyalty programs. Base on this conceptual model and on the literature 
review, the hypothesis are formulated. 
Figure 9 .1. Proposed Conceptual Model 
Relational 
benefits of loyalty 
program 
Monetary 
benefits 
Non monetary 
benefits 
Customer 
Perceptions 
Customer 
Attitudes toward 
loyalty programs 
Customers' 
estimation of 
r------. loyalty programs 
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Hl: Loyalty program is an important factor that affects customers' decision making 
to purchase the cruise product; 
H2: Monetary benefits provided by loyalty programs are more important for 
customers than nonmonetary benefits to purchase the cruise product; 
H3: Perceived value of benefits provided by loyalty programs differ by age; 
H4 Perceived value of benefits provided by loyalty programs differ by gender. 
CHAPTER 10 
RESULTS ANAL YSIS 
10.1 Methods for data analysis 
The results obtained from the four exploratory interviews were analyzed by hand. The 
researcher made a conceptual interpretation of the dataset as a whole and converted 
the raw data into a logical description and explanation of the phenomena under study. 
The researcher made her own interpretations and highlighting patterns grounded in 
the data in a way that can be recognized and understood by the readers of this 
dissertation. The analysis of the data was largely influenced by the theoretical 
perspective of the phenomena under study, the research strategies and her 
understanding about what data might be relevant and important in answering the 
research questions of this research. 
The primary data were obtained from 195 respondents. They have been thoroughly 
analyzed and the outputs are clearly explained in this section. The data collected 
through our customer survey served as input for our data analyses aiming to test our 
proposition and our hypotheses. The respective analyses were carried out using SPSS 
19(Statistical Package for Social Sciences) and reported in detail in this section (for 
more details on the statistical tests used see Annex 3- Statistical Concepts). 
The data were analyzed in sorne steps starting from descriptive analyses for the total 
sample. Descriptive statistics included demographie profile (i.e., gender; age; 
household incarne), cruise vacation behavior. In order to analyze customer 
perception toward loyalty programs, first we examine how customers perceive 
different types of benefits provided by loyalty programs and factors that affect 
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customer decision to purchase a cruise product. Second, the frequencies analysis was 
used to examine minimum, maximum, mean and standard deviations of all the 
constructs and items in the questionnaire. The mean is obtained by dividing the sum 
of observed values by the number of observations, n (Altinay and Paraskevas, 
2008:203). Standard deviation is a measure of the deviàtion from the mean. A small 
standard deviation means that data are tightly grouped around the mean, whereas a 
large standard deviation implies that the data are widely scattered around the mean 
(Altinay and Paraskevas, 2008:204). The standard deviation is a measure of 
dispersion for interval and ratio scale data (Altinay and Paraskevas, 2008:204). 
Third, hypotheses were tested. Hypothesis 1 and 2 were tested by applying Paired 
sample T -test and hypotheses 3 and 4 by using Independent sample T test. The Paired 
sample T test is used when we have two related observations (i.e., two observations 
per subject) and we want to see if the means on these two normally distributed 
interval variables differ from one another (Altinay and Paraskevas, 2008:214). An 
independent samples t-test is used when we want to compare the means of a normally 
distributed interval dependent variable for two independent groups. We take into 
consideration the means and standard deviations of two groups on the variable and 
test whether the numerical difference in the means is significantly different. 
ONE W A Y ANOV A was applied to compare the three loyalty programs or compare 
the means of benefits of the programs examined in this research. The t test is an 
appropriate analyzes technique for measuring the difference between two groups. 
However, in this study we have also to compare more than two groups: the benefits of 
the three programs identified. In order to compare them, we need to examine the 
mean differences. ANOVA (analysis of variance) is a popular statistical technique 
among hospitality and tourism researchers, and allows us to test for significant mean 
differences in variables between more than two groups on an interval- or ratio scaled 
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dependent variable (Saunders et al, 2007:448). A one-way analysis of variance 
(ANOV A) is used when we have a categorical independent variable (with two or 
more categories) and a normally distributed interval dependent variable and we wish 
to test for differences in the means of the dependent variable broken down by the 
levels of the independent variable. In ANOV A test, the F ratio or F statistic 
represents the differences between the three groups. If the likelihood of any 
difference between groups occurring by chance alone is low, this will be represented 
by a large F ration with a probability of less than 0.05 (Saunders et al, 2007:448). 
Therefore, it is necessary to pay attention to both F value and significance. The F 
value shows the extent of differences between groups, which is the basic purpose of 
carrying out the ANOV A test; the P value shows the significance of the differences 
between groups and this should be less than 0.05 in order to be able to daim a 
statistically meaningful outcome ( Saunders et al, 2007:448) 
10.2. Data findings (Phase 1 and Phase 2) 
10.2.1. Phase 1: Analysis of qualitative data 
Phase 1: In the first phase of this study, we conduct a qualitative exploration research 
to assess the different types of loyalty programs used in Bulgarian cruise industry and 
the tactics used in these programs in order to retain customers. The exploratory 
interviews provided rich sources of data concerning the Bulgarian cruise market. 
The results of the interviews show that cruises in Bulgaria have been offered for ten 
years, but only now there appears a growing interest in them. Once they were known 
as elitist pleasure, luxury for the wealthy adventures. In the last decade, however, a 
ship vacation has already become the preferred choice for people of the middle class. 
Only in Europe this type of business reported a twelve percent growth in 2010 to an 
impressive 5 million passengers. In Bulgaria the market is likely growing- for 2011 
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bookings marked the growths by two hundred percent, although the market in 
Bulgaria is negligible against the background of Europe and the world- only about 
2000-3000 people a year in Bulgaria can afford to go on a holiday on a ship. The 
Mediterranean lines rernind the most preferred cruise destination for Bulgarians. 
Almost all cruise companies, offering cruises around the world, are present on the 
Bulgarian market. According to previous researches, Dilqna Georgieva, Vice 
President of Sales and Marketing- cruise agency Contitrans M, considers that cruise 
companies can be divided into four different groups by the product they offer, which 
is a set of all elements: 
1. Quality of ships- interior, exterior, maintenance quality, i.e. the degree of the 
depreciation of the vessel to the number of years that is in operation; 
2. Size of vessels, volume in tone GRT; 
3. Ratio of number of passengers- volume; 
4. Ratio of number of passengers- crew; 
5. Quality of service, personalization, attention to detail, level of qualification of 
staff, a variety of services, availability of extra facilities for passengers; 
6. Quality of entertainment offered on board; uniqueness, diversity, attracting 
celebrities from different walks of life in the entertainment and educational 
programs on board. 
According to the World Tourism Organization (20 10) in general the mam crmse 
groups are Luxury, Prernium, Contemporary and Budget, but the products of sorne 
companies have elements clearly representing two different segments, therefore they 
can be attributed to both groups, depending on the selected evaluation criterion - for 
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example the Princess Cruises company which is somewhere between the 
Contemporary and Premium product. The differences between the Premium and 
Luxury sector are even small, so sorne companies can be classified somewhere on the 
border between the two products. 
Table lO.l.Category of cruise companies 
Luxury Premium Contemporar Budget 
Segment Segment y Segment 
Segment 
SEABOURN AZAMARA CELEBRITY LOUIS CRUISE 
CRU! SES CRUISES 
SILVERSEA ISLAND 
OCEAN lA CARNIVAL CRUISES 
CUNARDLINE CRUISES CRUISES 
FREDOLSEN 
CRYSTAL CRUISES HO LLANO NORWEGIAN 
AMERICA UNE CRUISE UNE 
MSC 
PRINCESS CRUISES 
ROYAL 
CARIBBEAN 
INTERNA TJONAL 
Source: Adoptedfrom World Tourism Organization (2010). Cruise Tourism, Current 
Situation and Trend, UNWTO 
According to Diliqna Georgieva, the majority of Bulgarian consumers prefer to travel 
with companies offering mass product or companies which are categorized into 
Contemporary and Budget cruises. This choice is preferred because the average 
monthly income of Bulgarians is significantly lower than the priees of the cruise 
product offered by the luxury cruises. Bulgaria is a small country in Eastern Europe 
with an economy less developed than in the countries located in Western Europe. 
This fact determines to sorne extend the behavior of customers of Bulgarian cruise 
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market. They are sensitive to priees, oriented to discount and prefer to buy a 
promotion cruise product. When Bulgarian customers select a cruise product, they 
compare the different priees on the market to be sure that they have chosen the most 
advantageous offer. 
Loyalty programs in the cruise industry to sorne extent reflect the target customer of a 
given company and in which market segment they are positioned. The majority of 
customers who look for a budget travel attach greater importance to the priee of the 
cruise and less importance to the value behind the priee. While travelers who seek a 
higher class travel are not impressed by the priee discounts because, either way, they 
are not so significant. This to sorne extend determines the policy of the cruise 
company in regard to the loyalty program. On the Bulgarian cruise market, more 
often offered loyalty programs are Norwegian Cruise Line, Princess Cruises, Rolland 
America, MSC Cruises, and Costa Cruises, or loyalty programs of the companies 
offering Prernium and Contemporary product. 
For example, Rolland America is a company that offers a high-end travel at attractive 
priees. Cruises of Rolland America have their own personality and spirit, so this 
company easily wins their clients with the quality of service, quality of food, 
accommodation and general service. lt is not necessary to stimulate them with 
additional discounts. Companies such as Rolland America and Princess Cruises that 
offer higher-end trips accentuate their special attitude to loyal customers, providing 
more variety of additional services, high quality and extra special treatment rewards 
for their customers. Special customer treatement rewards refer to aesthetics, 
experiential and enjoyment-related benefits of offerings. These types of programs in 
the cruise industry with more special treatment rewards are designed mainly to 
provide cornfort and peace of rnind to loyal customers. Customers develop feelings of 
reduced anxiety and it increases the ir trust and confidence in the company. Things 
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are different in mass- market companies, to which Norwegian Cruise Line belongs. 
Although they offer a unique product, yet the clientele is more oriented towards the 
discount itself, so to form loyalty, is necessary to provide the priee discount. Loyalty 
programs oriented to discount contain various types of monetary-based reward and 
the programs are mainly aimed at providing economie advantage to selected numbers 
of the customers. The rewards could be in forms of onboard credit, onboard 
discounts, discounts of the cruise voyage, e.t. 
Results of exploratory research show that loyalty is always an endearing feature, but 
where cruise passengers are concerned, it is big business - and it is becoming 
increasingly competitive. Once cruise lines have tempted customers onboard, the 
next challenge is to hold on them. This is where loyalty programs come in. Most 
cruise lines have sorne common kind of retention tactics offering perks such as free 
gifts with company logo, onboard discounts, priority tender embarkation and 
disembarkation, cocktail parties, preferential early booking and even free places. 
Customers often automatically become members of such clubs after taking their first 
cruise with a line. They then may be targeted with special offers to tempt them to 
book again. The results of the interviews present that such schemes generally have 
several tiers, based on the number of points, credits or cruises that customers accrue. 
The higher the tier, the better the benefits. 
Results of exploratory interviews show that estimation of customer perceivable value 
of loyalty programs in cruise industry depending on needs, values, financial 
resources, conditions of consumption and other factors is subjective and dynamic. 
The results show that customer in Bulgarian cruise market will join the program if 
gained benefit covers costs. Benefit is created by financial and non-material 
privileges for rewarding loyalty. 
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Taking into consideration, the rapid growth of emise trip by Bulgarian tourists and 
that this segment has grown only in recent years, an important element for travel 
agencies and operators on the Bulgarian market is to know well the preferences and 
the attitude of the eustomers to emises and loyalty programs to be able to offer their 
eustomers the right product for their emise, thus increasing the growth of sales of this 
type of travel and making their customers loyal. Results of interviews shows that the 
actors on the Bulgarian emise market need to target customers with the right deal at 
the right time. Conducting this study in Bulgaria, a country which has started 
developing its market more actively in recent years, I aim at contributing to the 
growth of this segment in the future. 
10.2.2. Phase 2 Analysis of quantitative data 
In the second phase of this study, we examine the perceptions and reactions of 195 
customers in terms of the loyalty programs and compare benefits and respondents' 
evaluation for each loyalty program identified. 
10.2.2.1. Analysis of socio-demographic characteristics of survey respondents 
A total of 195 people completed the questionnaire over a period of three mo!Jths. The 
results of respondents' gender are shown in Figure. 10.1. We can see from thi s graph that 
more females than males took part in this study 59.28% vs. 40.72%. 
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Figure 10.1 Distribution of respondents according their gender 
Figure 10.2 shows the frequency distribution of the respondents' age. It is obvious 
that the largest group of the respondents is between 35 to 49 years old, constitute 
(56.9%) of the sample set. The respondents, aged between 50-64, comprise (30.3%). 
The group of the youngest aged between 26-34, (11.3%) of all people. Only (1.5%) of 
all customers, are at the age of over 65. The following graph illustrates this 
distribution. 
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Figure 10.2 Distribution of respondents according their age 
According to the monthly income, the participants in the survey are divided into four 
groups. The biggest group, comprising (45.6%) of the total sample number, includes 
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people with their monthly incarne of 1000 to 1299 BGN. Second cornes the group of 
the customers with the incarnes over 1300 BGN, comprising 29.7% of the sample set. 
Third (22.1%) is the group of individuals with the incarnes from 700 to 999 BNG. 
Only (2.6%) of all respondents are with the incarnes of 400 to 700 BGN. This 
distribution is shawn in the following figure 10.3. 
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Figure 10.3 Distribution of respondents according their household incarne 
The next figure illustrates the respondents' occupation. The interviewed people are 
not homogeneous with regard to their occupation. The graph 4 presents that the 
majority of respondents are managers (15.9%). Around (11.3%) of the sample set 
have their own business, (10.3%) of all people are dentists and (7.2%) are engineers. 
We can see from the graph that (7.2%) of the sample set are accountants, (6.7%) of 
all interviewed people are physicians, (5.6%) of all respondents, are office 1 assistant 
managers, and only (5 .1%) of the sample set are bank employees. The distribution of 
recipients by occupation is illustrated in the following figure 10.4. 
Figure 10.4 Distribution of respondents according their occupation 
0 
Wh at is your occupation? 
10 
Percent 
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After exploring the socio-demographic characteristics of survey respondents, it is 
necessary to examine the frequency of the cruise voyages of the customers. All 
respondents indicate that they have ever been on cruise travel. We can see from the 
next graph that (73.3 %) of sample set indicate that they have participated in a cruise 
trip only one time. Around (19.0%) of all respondents, have made two cruise trips. 
Only 2.6 % of sample set have participated in three cruise trips. Only one persan has 
made four cruise voyages and another one - 8 cruise's trips. ( 4.1%) of all people did 
not answerer this question. The following figure 10.5 presents the frequency of the 
cruise voyage of the respondents performed during the last three years. 
--- - ----- - - - -----------------
How many cru ise trips did you perform during the last 3 years? 
Figure 10.5. Distribution of respondents aeeording the number of the emise trips 
performed during the last three yaers. 
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The next figure 10.6 presents that only (0.521 %) of the sample set speeify that they 
have performed eruise voyage during the last month and (7.8%) during the last 3 
months. Around (18.8%) of all eustomers answer that they have been on a emise in 
the last six months and (34.9%) of all respondents have performed emise trip in the 
last year. Aproximately (33.3%) of all people indicate that they have made eruise trip 
the year before last. 
When was your last cruise trip? 
Figure 10.6. Distribution of respondents aeeording when was their emise trip 
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More than one- third (36.4%) of all respondents indicate that they made cruise travel 
with NCL Croise Company. Around (28.2%) of all people indicate that MSC Croises 
organized their last croise trip and (10.3%) specify that Princess Croises arranged 
their cruise voyage. 
The following figure 10.7 illustrates which company organized the last croise trip of 
the Bulgarian customers and which companies are more frequently preferred by 
clients on Bulgarian croise market. 
Which company organized your last cru ise trip? 
10 20 
Percent 
30 40 
Figure 10.7. Distribution of respondents according the company which organized 
their last croise trip 
The next figure 10.8 shows the distribution of respondents according the number of 
loyalty programs in which they participate in. We can see from this figure that 65.6% 
of respondents are members of only one loyalty pro gram. Specifically (3 .1%) of the 
sample participates of two loyalty programs and only (1%) of the sample set, 
participate of 3 or more loyalty programs. Nearly one-third of all interviewed people 
have never been participated in any loyalty program. 
------------ - --------, 
How many cruise loyalty programs are you a member of? 
., 
11112 
fJ3ormore 
•None 
Figure 10.8. Distribution of respondents according the number of loyalty programs 
they are member of 
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The following two figures, Figure 10.9 and Figure 10.10 present the first and the 
second mentioned loyalty program in which the respondents participate in. We can 
see from the two figures that 49.25% of all respondents indicate that NCL Latitudes 
Club is the first mentioned loyalty program in which they participate. 17.9% of 
people specify that MSC Club is the first mentioned program in which they 
participate. The figures present that 17.9% are members of Princess Loyalty Pro gram 
Captain's Circle. Only 4.478% of all respondents participate in Rolland America's 
Loyalty Program and Costa Cruise Loyalty program. 
... 
r: 
~ 
., 
Il. 
First mentioned 
Oceania Qow n and J-Joland Clmival Costa Oub 
Quises Anchor Arrerica's Loyalty 
A'ogram Society Mariner A'ogram 
Society 
Rewards 
A-ogram 
First mentioned 
Figure 10.9. First mentioned loyalty program 
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The next figure 12 illustrates that only six persans of all interviewed people are 
member of two different types of loyalty programs. Only (16.67%) of these six 
respondents indicates that the second program in which participates is NCL Latitudes 
Club. (33 .3%) of these six customers specify MSC Club as second mentioned 
program and (33.3%) Crown and Anchor Society. Only (16.67%) indicate NCL 
Latitudes Club and (16.67%) specify Carnival Loyalty Program. 
Second rnentloned 
Figure 10.10. Second mentioned loyalty program 
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After exploring the basic descriptive, it is necessary to exanune customers' 
perceptions and attitudes toward cruise companies and towards cruise loyalty 
programs. 
The following Table 10.2 presents customers' estimations of the factors that affect 
customers purchase behavior when they choose a cruise trip. The results show that 
the most important factor specified by the respondents is the itinerary. 80% of all 
customers evaluate this factor as very important . The results of frequency analysis 
indicate that the mean of this factor is 4.76. The priee is placed second in importance-
it is a very important factor for 75.9% of the respondents and an important factor for 
15.4%. The mean of this factor is 4.65. These two factors differ from the other 
factors in a whole unit. Third most important factor ranks the company image which 
about 46.9% of the respondents indicate as an important factor. More than one third 
(37 .1 %) of all interviewed people don' t specify this factor either as important or 
unimportant. 
Table 10.2. Estimation of factors affecting customers' purchase behavior. Means and 
standard deviations of measurement items for each independent variable 
Not Neither Rank 
import Not importan lm port Very Me ( St. N Factor import t, nor import Devia ti 
ant at 
ant ' unimport a nt a nt an on) 
ali 
a nt 
1 Priee 2.6 6.2 15.4 75.9 4.65 ,71 3 
2 Company image 0.5 4.6 37.1 46.9 10.8 3.63 ,759 
3 Itinerary 0.5 2.6 16.9 80 .0 4.76 ,513 
4 Starting port of the trip 7.3 28.5 3 1.6 24.9 7.8 2.97 1,068 
5 Loyalty program 10.4 24.9 43.5 19.7 1.6 2.77 ,935 
Complemen tary ,865 
6 services 2.6 9.8 30.9 49.5 7.2 3.49 
Category of the cru ise 1,062 
7 company 8.7 25.1 32.3 27.7 6.2 2.97 
8 Category of the ship 3.2 16.4 23.8 29.6 27.0 3.61 1,142 
Figure 10.11. Classification of factors affecting customers' purchase behavior 
accordingtheir means 
ninerary •: ~: iiïl.iililiiiii$iiiiitliii!4,r6 
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Company image .ii .. iiiiiJiiiii.l 3)63 
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10.2.2.2. Analysis of customers' perceptions to the cruise company organized the 
last cruise trip 
Assessment of the company organized the last cruise trip is illustrated in table 10.3. It 
presents that in most cases the respondents value the company organized their last 
cruise as a leading cruise · company. 54.4% of the interviewed people indicate that 
they completely agree with this statement. The average score of this parameter is the 
highest- 4.32. Secondly, the respondents express their satisfaction with the services of 
the company provided the last cruise with mean of 4.28. Thirdly, they take into 
consideration the fact that a close friend used the services of the same company. The 
mean of this parameter is 4.23. Then they rank the offered service of the company as 
efficient with an average grade of 4.05. Fifth, the consumers evaluate a wide range of 
offers, provided by the cpmpany, with the mean of 4.03. Extra services, offered by 
the cruise company, are ranked in sixth place with an average score of 3.79. Only in 
seventh place is the company' s attractive loyalty program with the mean of 3.53. 
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The customers do not feel fully engaged with the company made their last cruise and 
therefore they give the mean of 2.22. The lowest score is the daim that the customers 
use the company services for years-1.75. 
Table 10.3. Estimation of the cruise company which arranged the last cruise trip from 
customers' points of view. Means and standard deviations of measurement items for 
each independent variable 
N Strongly Somewhat Neither Somewhat Strongly 
Rank 
Factor agree, nor Mean disagree disa gree disa gree agree agree St.Deviation 
lt is the leading 
1 emise company with 0.5 2.6 15.9 26.7 54.4 4.32 ,868 long-standing 
experience 
2 lt offers good value 3.6 15.9 43.6 29.2 7.7 3.22 ,928 for money 
3 A friend of relation 12.4 2.1 7.3 6.7 71.5 4.23 1,396 has already used it. 
The emise service 
4 proved satisfactory 1.0 1.6 3.6 56.0 37.8 4.28 ,703 
in the past. 
I have been using 
5 that company for 63 .5 15.1 8.9 7.8 4.7 1.75 1,185 
years now. 
l fee! totall y 
6 involved with thi s 42.3 . 13.4 26.3 16.5 1.5 2.22 1,202 
company 
7 lt has wide-ranging 2.6 21.0 47.7 28.7 4.03 ,776 
offers. 
8 I fee! service to be 2.1 20.1 48.5 29.4 4.05 ,760 
efficient. 
9 It off ers attractive 4.1 47.7 39.0 9.2 3.53 ,720 loyalty programs. 
It offers 
10 complementary 0.5 2.1 29.9 52.6 14.9 3.79 ,733 
services. 
Figure 10.12. Classification of these criterions according their means 
It is the leading emise company with .. 
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10.2.2.3. Analysis of the customers' perceptions to loyalty programs 
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The customers' perceive value of cruise loyalty programs refer to the perceived value 
customers attach to eleven different benefits that programs can provide to members. 
The following table 10.4 and figure 10.13 illustrate how the respondents rank in 
importance the benefits offered by loyalty programs in the cru ise industry. The 
respondents place first in importance a special discount of the cruise priee with a 
mean of 4.79. According to customers' perception, on board priee reductions are in 
second place with an average score of 4.63. Third in importance, the customers 
specify special customer treatment with a mean of 4.52 while a diversity of extra 
onboard services is placed fourth with an average score of 4.30. Priority tender 
embarkationl disembarkation occupy the next place on this list, receiving the mean of 
3.96. The lowest mean is given for the benefit of getting special gifts with the 
company logo- 2.42. 
Table 10.4. Customers perceptions of loyalty programs' benefits. Means and 
standard deviations of measurement items for each independent variable 
Not Neither 
import Not importan lm port Very Me N Benefits 
ant at import t, nor a nt import 
a nt unimport a nt an 
ali 
a nt 
Special discount of the priee 
1 of the cru ise voyage 0.5 2.7 14.4 82.6 4.79 
2 On board priee reduction 0.5 3.1 29.2 67.2 4.63 
Diversity of extra on board 
3 services 9.9 50.5 39.6 4.30 
4 Special collectable gifts 11.9 49.0 26.3 11.3 1.5 2.42 
Ad vance notice of new 
5 itineraries 2 .6 11.3 45.4 35.1 5.7 3.30 
Advance information on 
6 special sailings 2.1 20.0 36.9 29.7 11.3 3.28 
Exclusive newsletter and 
7 monthly email 3.6 35.4 36.9 21.0 3.1 2.85 
8 Exclusive reservations 1.5 22.1 47.2 19.5 9.7 3.14 
9 Special customer treatment 5.1 37.4 57.4 4.52 
1 Priority tender embarkation/ 
0 disembarkation 3. 1 24.6 45.6 26.7 3.96 
1 Invitation to special onboard 
1 events 0.5 12.3 44.1 30.8 12.3 3.42 
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Rank 
St.Devia 
ti on 
,499 
,572 
,639 
,897 
,841 
,978 
,901 
,923 
,595 
,798 
,878 
Specia l discount of the priee of ... Jau â :Il ÎÎ iiUJ 4,79 
On board priee reduction pa; , tw& ! llliiiâiâl 4,63 
Special customer treatment J&îùi:M i ii&iiar i&ii,P 4,52 
Diversity of extra on board services Jiiîh J î iiiiî iJi&~- M ft 4,30 
Prioritytender embarkation/. .. 1!ilîi&&.i&liiill ..... JJ!L~SBiii 3,96 
Invitation to special on board events Jaii ill! i&i&ill.i!i 3,42 
Advance notice of new itineraries tliii!Mùi'B!JF 1 a 1 p 3,30 
Advance information on special .. )ail J · ; iiiâiâa9 3,28 
Exclusive reservations jîm&tt& J4 ; ' 3,14 
Excl usive newsletter and monthly... 2,85 
Special col lecta ble gif ts 2,42 
••••••••••~w•l ••••••••••••••w'''''T'''''-''w'''''''''''1 
0,00 1,00 2,00 3,00 4,00 5,00 6,00 
Figure 10.13.Classification of loyalty programs ' benefits according to their means 
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10.2.2.4. Analysis of customers' attitudes to loyalty programs when deciding on 
Cruise Company 
The attitudes of customers selecting a cmise company are considered on the basis of 
six indicators. They are rated on a five point scale as follows: 
1. In response to the d aim that when customers decide on a emise company they are 
not interested in the priees of the services offered to them, two-thirds of respondents 
(76.9%) express their total disagreement, and other 14.9% - disagreement. The 
responses to this statement are adjusted in the way to take account of the customers' 
agreement. 
2. Deciding on a cm1se company, consumers compare the pnces of different 
companies to be sure they choose the cheapest company. 33 .8% of the respondents 
express their agreement with this statement and 47.7% express their total agreement. 
3. The starting port of a emise appears to be the least important factor for the 
selection of a emise company. 32.8% of respondents completely disagree with this 
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claim, other 23.1 % of respondents express disagreement and 28.7% have no a 
specifie answer. 
4. Nearly half (45.6%) of respondents somewhat agree while others relatively 15.4%-
fully agree with the statement that they would try an alternative cruise company, if its 
loyalty program provides a discount of the priee for their next trip to 100 USD 
5 Approximately one-third (41 %) of interviewed people strongly agree while others 
relatively 34.4% somewhat agree with the claim that they would try an alternative 
cruise company, if its loyalty program provides at least 3% discount of the priee for 
their next trip. 
6. Only 16.4% completely agree with the claim that when choosing a cruise company 
customers prefer a well known company. 31.8% of questioned people somewhat 
agree and 35.4% of respondents i.e. more than one third have no a concrete answer to 
this claim. 
N 
1 
2 
3 
4 
5 
6 
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Table 10.5. Assessment of customers' attitudes to the loyalty programs when 
deciding on a cruise company. Means and standard deviations of measurement items 
for each independent variable 
Somewha Neither Rank 
Factor Strongly t agree, Somewha Strongly Mean dis agree disa gree nor t agree agree St.Deviat disa gree ion 
When deciding on a 
cru ise company, 1 1.0 4 .1 3.1 76.9 4.63 ,8 18 
am interested in 
bargain hunting. 
When choosing a 
cruise company, 1 
compare priees of 
different companies 1.0 10.3 7.2 33.8 47.7 4.17 1,014 
to be sure 1 get the 
best value for 
money. 
When choosing a 
cru ise company, the 32.8 23.1 28.7 13.3 2. 1 2.29 1,121 port is the most 
important factor. 
1 wou1d try an 
alternative cruise 
company if its 5.1 10.8 23 .1 45.6 15.4 3.55 1,041 loyalty program 
offers 1 OOUSD 
discount. 
1 would try an 
alternative cruise 
company if its 
loyalty program 4.1 8.2 12.3 34.4 41.0 4.00 1,112 
offers at !east 3% 
di scount of the next 
voyage. 
When 1 choose a 
cruise voyage, 1 
prefer a cruise 1.0 15.4 35.4 31.8 16.4 3.47 ,975 
company that 1 know 
best. 
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The next figure 10.14 illustrates the classification of these six claims according to 
their means. It shows that when deciding on a croise company, customers are 
interested in bargain hunting in the first place. A received average grade expressing 
their agreement with this statement is 4.63. Second is the claim that customers prefer 
to compare priees of different companies. The mean of this statement is 4.17 . The 
claim that the users would try an alternative croise company, if its loyalty program 
provides at least 3% discount of their next trip, cornes third. The mean of this 
statement is 4. Fourth, respondents indicate that they would try an alternative croise 
company, if its loyalty program offers a lOOUSD discount of the priee of their next 
trip. The average score of this claim is 3.55. Last but one is the claim that when 
consumers choose a croise trip, they prefer to choose the company they know best. 
The mean of this statement is 3.47. The starting port of a croise appears to be the 
least important factor. This statement is given the lowest mean -2.29. 
Wh en deciding on a emise 
company, 1 am interested in .. 
Wh en choosing a cru ise company, 
1 compare priees of different .. 
1 would hy an altemative cru ise 
company if its loyalty program ... 
1 would hy an altemative emise 
company if its loyalty program ... 
Wh en 1 choose a cruise voyage, I 
prefera emise company th at I ... 
!lfïli.., 3,55 
Wh en choosing a emise company, ~~~~~~ .. ~~~-~: ......... .,. .......... ,. ............. , ..... .......... , t eportis the most mportant.. . F 2 ~29 
Figure 10.14. Classification of attitudes to the loyalty programs according to their 
me ans 
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10.2.2.5. Analysis of the evaluation of the each loyalty program identified from 
customer's point of view: 
10.2.2.5.1. Evaluation of "Holland America's Mariner Society Rewards 
Program". 
The next figure 10.15 presents that (48.2%) of ail respondents have never beard about 
this program. Around (46.1 %) read about the program on the Web site. Only (2.6%) 
of ail respondents, have been told about it by an employee and (3 .1%) of the sample 
set indicate that are members of this loyalty program. 
Figure10.15. Rolland America' s Mariner Society Rewards Program 
Holland America's Mariner Society Rewards Program 
1 never heard about 1t 1 read about Il on the 1 have been told about Jt 1 am a rrerrber of this 
w ebslte . by an errployee program 
Holland America's Mariner Society Rewards Program 
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Table 10.6. Estimation of Bolland America's Mariner Society Rewards Program' 
benefits from customers' point of view. Means of measurement items for each 
independent variable 
N Benefits Low levet 2 3 4 High levet 
1 Special discount of the priee of 71.3 17.9 2.1 6.7 2. 1 
the cruise voyage 
2 Onboard priee reduction 0.5 3.1 22.6 44.6 29.2 
3 Diversity of extra on board 1.5 4.6 26.2 67.7 
services 
4 Special collectable gifts 2.1 24.1 46.7 25.1 2.1 
5 Ad vance notice of new 7.7 22.6 62.1 7.7 itineraries 
6 Advance information on 3.6 32.3 52.3 11.3 0.5 
special sailings 
7 Exclusive newsletter and 3.6 32.8 48.2 14.4 1.0 
monthly email 
8 Exclusive reservations 0.5 5.1 17.9 52.3 24.1 
9 Special customer treatment 4.1 35.9 60.0 
10 Priority tender embarkation/ 3.6 24.1 72.3 di sembarkation 
11 Invitation to special onboard 
events 
1.5 10.3 33.8 54.4 
Mean 
1.50 
3.99 
4.60 
3.01 
3.70 
2.73 
2.76 
3.94 
4 .56 
4.69 
4.41 
The next figure 10.16 illustrates how customers evaluate the benefits, according their 
perceptions, offered by the loyalty program of Bolland America. This classification 
is made according to the value of the means scores of each benefit. The respondents 
appreciate that the program offers the highest level of the Priority tender 
embarkation/ disembarkation benefit with a mean of 4.69. Second they assess the 
Diversity of extra onboard services benefit with an average grade of 4.60, third the 
Special customer treatment benefit with a mean of 4.56, fourth is the Invitation to 
special onboard events benefît with a mean of 4.41. After that customers classify the 
On board priee reduction benefit with an average grade of 3.99, followed by the 
Exclusive reservations benefit with a mean of 3.94. Seventh respondents indicate that 
this pro gram offers the Ad vance notice of new itineraries benefit with a mean score of 
3.70, eighth is the Special collectable gifts benefit with a mean of 3.01. The Exclusive 
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newsletter and monthly email benefit is ranked night with an average grade of 2.76 
according to the customers' perceptions. Finally, customers classify the Advance 
information on special sailings benefit with an average score of 2.73, followed by the 
Special discount of the priee of the cruise voyage benefit with a mean of 1.50. 
Figure 1 0.16. Classification of Holland America' s Mariner Society Rewards 
Program' benefits 
Priority tenderemb<1rkation/. . 
Diversity of ext:Œ onbot1rd . . 
Specit1l customer tre<1tment 
Invit<1t:ion to special onboard .. 
Onb oard priee reduction 
Exclusive reservations 
Advm1cenotice of new itineraries 
Speci<1l collectable gifts 
Exclusivenewsletter and .. 
Advtlnceinfonnation on .. 
Specit1l discount of the priee of . 
4,69 
4,60 
4,56 
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10.2.2.5.2. Evaluation of Princess Loyalty program, the Captain's Circle 
The following figure 10.17 illustrates that (42.5%) have never heard about this 
program. Around (44%) read about the program on the Web site. Only (4.7%) of ali 
respondents have been told about it by an employee and (8.8%) of the sample set 
indicate that are members of this loyalty pro gram. 
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Figure 10.17.The Princess loyalty program, the Captain's Circle 
The Prin cess loyalty program, the Captain's Circle 
1 never heard about il 1 read about it on the 1 have been told about il 1 am a rrerrber of this 
website by an errployee program 
The Princess loyalty prograrn, the Captain's Circle 
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Table 10.7. Estimation ofbenefits of The Princess loyalty program, the Captain's 
Circle from customers' point of view. Means of measurement items for each 
independent variable 
N Benefits Low 2 J 4 High Mean levet lev el 
Special discount of the priee of the 
1 cruise voyage 9.7 46.2 27.7 13.8 2.6 2.53 
2 Onboard priee reduction 2.6 37.4 47.2 11.3 1.5 2.72 
3 Diversity of extra onboard services 1.5 6.7 46.2 45.6 4.36 
4 Special collectable gifts 2.1 32.8 55 .4 7 .7 2. 1 2.75 
!'' 
5 Ad vance notice of new itineraries 0.5 6.3 26.6 64.6 2. 1 3.61 
Advance information on special 
6 sailings 0.5 9.2 42.1 46.2 2.1 3.40 
Exclusive newsletter and monthly 
7 email 6.7 38.5 52 .3 2.6 3.51 
8 Exclusive reservations 39.4 39.9 14.5 6.2 1.88 
9 Special customer treatment 1.5 6.7 50.3 41.5 4.32 
Priority tender embarkation/ 
10 disembarkation 3.6 33 .8 62.6 4.59 
11 Invitati on to special onboard events 2.1 18.5 47 .7 31.8 4.09 
The next figure 10.18 illustrates how the respondents classify benefits, according to 
their perception, offered by the loyalty program of Princess Cruises as average values 
for benefit. The customers appreciate that this program provides the highest level of 
the Priority tender embarkation/ disembarkation benefit with a mean of 4.59, second 
the Diversity of extra onboard services benefit with an average grade of 4.36. The 
Special customer treatment benefit is ranked third with a mean of 4.56. Than the 
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customers classify the Invitation to special onboard events benefit with a mean of 
4.09, the Advance notice of new itineraries benefit with an average score -3.61 , 
followed by the Exclusive newsletter and monthly email benefit with an average 
grade of 3.51 and the Advance information on special sailings benefit with an average 
score of 3.40, according the to customers' perception. Eighth, the respondents assess 
the Exclusive reservations benefit with a mean of 3.94 and night the Special 
collectable gifts benefit with an average grade of 2.75. The Onboard priee reduction 
and the Special discount of the priee of the cruise voyage benefits are ranked lowest 
by the recipients ' perception with a mean of 2.53 and 2.72 respective! y. 
Figure 10.18.Classification of the Princess loyalty program, the Captain's Circle 
benefits according to their means 
Priority tend er emu arkation/ . . ~iii!i!!!!!!!!!i!!î!!!i!iiiiiiiiiiiiiiiiiiiïl 4,5 9 
Diversity of extra on board serv ices 4,36 
Special customer·treatment .. , 4,32 
Invitation to special on board .. · 4,09 
Ad vance notice of new itineraries 3,61 
"''1 
Exdusivenewsletter· and .. ,.~i!!ii!i!ii~ii!iiiiiiiii 
Advance infonnation on special. .· ~ ijiiiiiiiiiii!i!!!iiiiiiiiiiiiiiiiiiiiii• 
Special collectab le gifts 
On board priee reduction 
Special discount of the priee of .. ·~, i!iiii,!iiiiiiiîiiiiiiiiiiiiiliiiii!il 
'l 
Exchtsivereservations ~iiiiiiiiiiiiiiiiiiiiiiiiiiiil 1,88 
···r··· ... ··-···-·r ·····················T ·-··----·-·..,···-·- ·············1--····-- ·············1 
0,00 1,00 2,00 3,00 4,00 5,00 
10.2.2.5.3. Evaluation of NCL's Latitudes Club 
The next figure 10.19 presents that (31.4%) of the sample set have never beard about 
this program. We can see from this figure that (29.4%) of all people had read about 
the program on the Web site. About (6.2%) of all respondents, have been told by an 
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employee. One third of respondents, comprising (33%) of all interviewed people 
indicate that they participate in NCL's Latitudes Club loyalty program 
Figurel0.19. NCL's Latitudes Club 
NCL's Latitudes Club 
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Table 10.8. Estimation ofNCL's Latitudes Club benefits from customers' point of 
view. Means of measurement items for each independent variable 
Benefits Low 2 3 4 High Mean lev el lev el 
Special discount of the priee of the cruise 0.5 1.5 37.4 48.7 11.8 3.70 
voyage 
On board priee reduction 3.1 15.4 68.7 12.8 3.91 
Diversity of extra onboard services 5.2 46.9 47.9 4.43 
Special collectable gifts 5.2 46:4 40.2 7.2 1.0 2.53 
Advance notice of new itineraries 2.1 15.4 47.7 32.8 2.1 3.17 
Advance information on special sailings 4.6 39.7 22.2 31.4 2.1 2.87 
Exclusive newsletter and monthly email 7.7 rr r1i~ 45.6 38.5 7.2 1.0 2.48 
1 """ "'""'""""'" à''' é ·r 
Exclusive reservations 22.6 49.2 20.5 6.7 1.0 2.14 
Special customer treatment 3.6 56.9 39.5 4.36 
Priority tender embarkation/ disembarkation 0.5 2.1 31.8 65.6 4.63 
Invitation to special onboard events 2.6 24.1 41.5 31.8 4.03 
The next figure 10.20 shows how customers evaluate the benefits provided by the 
loyalty program of NCL Cruises. This classification is made according o the average 
values of each benefit. According to their perceptions customers estimate that this 
program offers the highest level of the Priority tender embarkation/ disembarkation 
benefit with a mean of 4.63, second they estimate the Diversity of extra onboard 
services benefit with an average score of 4.43, third and fourth, respondents ranked 
the Special customer treatment and the Invitation to special onboard events benefits 
with a mean of 4.36 and 4.03 respectively. Than the users classify the On board priee 
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reduction benefit with a mean of 3.91 and the Special discount of the priee of the 
cruise voyage benefit with an average grate 3.70. After that the consumers ranked the 
Advance notice of new itineraries benefit with a mean of 3.17, the Advance 
information on special sailings cornes next with a mean of 2.87 and then the 
respondents classify the Special collectable gifts benefit with an average grade of 
2.53. The Exclusive newsletter and monthly email benefit and the Exclusive 
reservation benefit are ranked lowest with a mean of 2.48 and 2.14 respectively. 
Figure 10.20. Classfication of the benefits provided by NCL Latitudes Club 
according to their means 
Exclusivenewsletter and monthly .. 
0,00 1,00 2,00 3,00 4,00 5,00 
Based on this findings , we can conclude that, from customers point of view, the three 
loyalty programs examined in this study offer the highest level of Priority tender 
embarkation/ disembarkation benefit, second the Diversity of extra onboard services 
and third Special customer treatment benefit. · 
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10.2.2.6. Hypothesis testing 
The current quantitative research aims to examine two objectives: 
To assess customer perceptions and attitudes toward the loyalty programs used in 
Bulgarian cruise industry; 
To compare benefits and customers' estimations of each identified loyalty program. 
Research on loyalty programs has increased in the last years and the effect of loyalty 
programs on loyalty and their critical success factors were investigated in the context 
of various industry (Stauss et al. , 2001; Roehm et al., 2002; Bolton et al., 2000; 
Whyte, 2002; Noordhoff et al., 2004; Gustafsson et al., 2004). 
Most loyalty programs are designed to encourage increased usage of a firm' s 
products or services and to influence the purchase intention of customers. In general, 
the more consumers buy the more rewards they are likely to earn. Thus, loyalty 
programs create an expectancy of positive outcomes associated with making a 
purchase. (Vroom 1964, cited in Liu, 2007: 23) According to Meyer-Waarden (2006: 
90) rewards provided by loyalty programs launch internai cognitive treatments, such 
as motivation, learning and decision processes, within customers and then stimulate 
them to purchase. Thus it is expected that loyalty programs will positively affect 
customers purchase decision, which leads to the first hypothesis: 
Hl: The loyalty program is an important factor that affects customers' decision 
to purchase a cruise product 
The means of all the factors, which affect customers' decision to purchase a cruise 
product, are compared in order to test this hypothesis. The following factors are 
included into this testing; The Priee, The Company image, The Itinerary, The 
Starting port of the trip, The Loyalty program, The Complementary services, The 
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Category of the cruise company and The Category of the ship. The variable quantity 
of the Factors is worked out which presents the means of all factors . 
F t 
AS _1 +AS_ 2 + AS _ 3 + AS_ 4 + AS_ S +AS _ 6 +AS_ 7 + AS_ 8 
acors= -----------------------------------------------
8 
The average scores of the total variable of the factors and the variable of AS_S (the 
loyalty program) are compared. 
We formulate the null hypothesis HO: X 1 =X 2 , the total average grade of all factors 
· do not statistically differ from the average score of loyalty program. The alternative 
hypothesis can be formulated unilaterally by the sign of inequality, Hl: X 1 >X 2 , 
the total mean score of all factors is greater than the average score of the loyalty 
program. We obtain the following results: 
Table 10.9. Paired Samples Statistics 
p . d s arre amples s . . tatrstrcs 
Mean N Std. Deviation Std. Error Mean 
Pair 1 Loyalty program 2,75 183 ,943 ,070 
Factors 3,59 183 ,404 ,030 
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Table 10.1 O. Ex tract of Paired Samples Test 
a1re amples P. d S T est 
Paired Differences 
95% Confidence lnterval 
of the Difference 
Std. Std. Error 
Mean Deviation Mean Lower Upper t dt 
Pair 1 Loyalty -,835 ,740 ,055 -,943 -,727 -15,255 182 
program-
Factors 
The mean of the total variable of the Factors is X 1 = 3.59. The average rating factor 
A5_5 loyalty program is X 2 = 2.75 . We can see from the Paired Samples Test 
table that the difference in the mean scores of the two variables is positive: X 1- X 2 
= 0.835. The value of t criterion is -15.255. The level of significance is Sig. (2-
tailed) = 0.000 < a = 0.05. Renee, the null hypothesis HO: X 1 = X 2 is rejected, i.e., 
the total average rating of all the factors is statistically different from the mean score 
of the loyalty program or X 1 >X 2 (3 .59>2.75), the total average grade of all the 
factors is greater of the average score of the loyalty pro gram. 
This result is also confirmed by the comparative analysis of the mean scores of the 
particular factors which shows that the average grade of the factor A5_5 (loyalty 
program) is less than the means of the other factors affecting a decision on a selection 
of a emise voyage. 
Comparing the values of the means of the factors influence the purchase of a emise 
product, we can note that the values of the average scores of the itinerary factor and 
Sig. (2-
tai led) 
,000 
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the priee factor are the highest. Taking the results into consideration we can assume 
that the itinerary and the priee are the most important factors that affect customer 
decision mak:ing when they choose a cruise trip. To test this hypothesis we set the 
variable AS_l (the itinerary factor) and the variable AS_3 (the priee factor) and form 
a new variable to account for the overall influence of these two factors: 
Fl = AS_l+AS_3. 
2 
We form a new variable to account for the overall influence of the other factors 
affecting customers' decision on a cruise voyage: 
F 2 = AS_ 2 +AS_ 4 +AS_ S +AS_ 6 +AS_ 7 +AS_ 8 
6 
We formulate the null hypothesis HO: X 1 = X 2 - the means of the itinerary and the 
priee factors do not statistically differ from the average grade of the other factors. 
The alternative hypothesis can be formulated unilaterally by the sign of inequality, 
Hl: X 1 > X 2 - the mean score of the itinerary and the priee factors is greater than 
the average score of the other factors. The following results are obtained: 
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Table 1 0.11. Paired Samples Süttistics 
p . d s a 1re amples s .. tatiStiCS 
Mean N Std. Deviation Std. Error Mean 
Pair 1 the itinerary and the priee 4,70 183 ,426 ,031 
other factors 3,22 183 ,515 ,038 
Table 10.12. Extract of Paired Samples Test 
a 1re amples P. d S T est 
Paired Differences 
95% Confidence 
lnterval of the 
Difference 
Std. Std. Error Sig . (2-
Mean Deviation Mean Lower Upper t df tai led) 
Pair the itinerary 1,485 ,655 ,048 1,389 1,580 30,679 182 ,000 
1 and the 
priee - other 
factors 
The mean of the variable F1 is X 1 = 4.70 
The mean of the variable F2 is X 2 = 3.22 
The Paired Samples Test table shows that the difference in the mean scores of the 
two variables is positive X,- X 2 = 1.485 >0; t=30.679 and Sig. (2-tailed) = 0.000 < 
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a = 0.05. Henee, the null hypothesis HO: X 1 =X 2 is rejected, i.e., the mean score of 
the itinerary and the priee factors is statistically different from the mean score of the 
other factors; X 1 >X 2 ( 4.70 > 3.22) the average grade of the itinerary and the 
priee factors is higher than the mean of the other factors. Based on the obtained 
results the conclusion is that the loyalty program is not an important factor when 
choosing a cruise product. Similarly, Capon and Hulbert (2007:502) state that 
"loyalty programs have a value but are just one of many tools" that affects customer' 
purchase behavior. The findings of our study show that the most important factors 
that influence customers' behavior purchasing a cruise product are the itinerary and 
the priee ones. 
H2: Monetary benefits provided by loyalty programs are more important for 
customers than non monetary ones to purchase a cruise product 
Leenheer et a/.,(2007:35) presents that pereeived benefits of loyalty programs can be 
classify in two groups - economie benefits and non economie benefits. According to 
Sharp and Sharp (1997) the customers receive monetary and non-monetary benefits 
for proven loyalty, which is supposed to increase their satisfaction and their 
inclination to engage in further loyal eus tomer behavior. The re fore value of loyalty 
program is created by financial and non-financial privileges which proper setting is 
chosen according to research of customers ' expectations and priorities (Bagdoniene 
and Jakstaiti, 2007:56). Based on the results of these authors we examine how 
customers perceive the benefits offered by the loyalty programs and we also divide 
these benefits of two groups- monetary and nonmonetary. Jang and Mattila (2005 
:406) indicate that monetary rewards are more convenient to redeem and that they 
offer more flexibility and the restaurant customers prefer monetary rewards than 
non-monetary rewards of the same value. According to Kivetz and Simson (2002: 
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167) a significant variable in the rewards game is the relative efficiency of monetary 
versus non-monetary rewards. According to Gable et al. , (2006:44) hard benefits were 
believed to be most valued by customers, benefits offering special discounts or 
offering sorne form of monetary reward. According to Oracle (2006:8) ninety percent 
of shoppers say that their initial reason for joining a loyalty program is to save 
money. Thus, it is expected that customers prefer monetary than nonmonetary 
benefits provided by loyalty programs. 
To test the hypothesis 2 we consider the mean scores of the elevenths (monetary and 
non monetary) benefits offered by the loyalty programs in the cruise industry. The 
monetary benefits are set by the following variables. 
- B 1_1 -Special discount of the priee of the cruise voyage ; 
- B 1_2 - On board priee reduction 
We form a new variable (Mo nb) to account for monetary benefits according to the 
following formula 
Monb= B1_1+B1_2. 
2 
The nonmonetary benefits are given by the following variables: 
-B 1_3- Diversity of extra onboard services 
-B 1_ 4 - Special collectable gifts 
-B 1_5 - Ad vance notice of new itineraries 
-B 1_6 - Ad vance information on special sailings 
-B 1_7 - Exclusive newsletter and monthly email 
-B1_8- Exclusive reservations 
-B1_9- Special customer treatment 
-Bl_lü- Priority tender embarkationJ disembarkation 
-B 1_11 -Invitation to special on board events 
We work out a new variable (NMonb) to account the non monetary benefits as 
follows: 
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NMonb= B1_3+ Bl _ 4 + B1_5 + B1_6 + Bl_ 7 + B1 _ 8+ B1_9+ Bl_lO+Bl_ ll 
9 
We formulate the null hypothesis HO: X 1 =X 2- the mean score of the monetary and 
non monetary benefits are not statistically different. The alternative hypothesis can be 
formulated as follows Hl: X 1 > X 2 -the average grade of monetary benefits is greater 
than the mean score of non monetary benefits. The following results are obtained 
which can be seen from the next Paired Samples Test tables. 
Table 10.13. Paired Samples Statistics 
T-Test table 
Paired Samples Statistics 
Mean N Std. Deviation Std. Error Mean 
Pair 1 monetary benefits 4,72 190 ,461 ,033 
non monetary benefits 3,46 190 ,493 ,036 
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Table 10.14. Extract of Paired Samples Test 
a1re amples P. d S T est 
Paired Differences 
95% Confidence 
lnterval of the 
Difference 
Std. Std. Error Sig. (2-
Mean Deviation Mean Lower Upper t df tai led) 
Pair non monetary -1,261 ,680 ,049 -1 ,358 -1,164 -25,551 189 
1 benefits-
monetary 
benefits 
The mean of monetary benefits is X 1 = 4.72 and the average score of non monetary 
benefits is X 2 = 3.46 . The Paired Samples Test table presents that the difference in 
the mean scores of the two variables is positive X 1- X 2 = 1.261 >0; t=- 25.551, Sig. 
(2-tailed) = 0.000 <a= 0.05. Renee, the null hypothesis is rejected HO: X 1 =X 2, i.e. 
the mean scores of monetary and nonmonetary benefits statistically differ; X 1 > X 2 
(4.72 > 3.46) the average grade of monetary benefits is higher than the mean of the 
non monetary ones. 
Severa! studies have dealt with the impact of person characteristics on relation 
constructs. For example, Meyer et al. (2002) found that age has a significant positive 
impact on affective commitment. Extant research has found that households with 
different socio-demographic characteristics derive different benefits from the same 
store attributes, e.g. because of variation in opportunity costs (Bell and Lattin, 1998). 
Bagdoniene and Jakstaiti (2007:56) specify that the estimation of customer 
,000 
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perceivable value depending on needs, values, financial resources, conditions of 
consumption and other factors is subjective and dynamic (Bagdoniene and Jakstaiti, 
2007:56). Further, it would be interesting to see whether differences exist between 
males and females, between respondent with lower and higher income, e.i. with 
respect to the value perception of relational benefits provided by loyalty programs. 
Thus, it is suggested: 
H3: Perceived value of benefits provided by loyalty programs differ by gender 
H4: Perceived value of benefits provided by loyalty programs differ by age. 
To test the influence of the control variables of loyalty program participation, age and 
gender on the perceived monetary and nonmonetary benefits, independent-samples t-
tests are performed. Specifically, monetary and nonmonetary benefits are the 
dependent variables, and age and gender are the grouping (independent) variables. 
First, it is tested whether there is a significant different in the mean scores for males 
and females across the dependent variables. The table Independent Samples test 
shows that Levene's test for equality of variances is not violated for both independent 
variables, it can be assumed that the variances across are the same. The next Tables 
10.15 and 10.16 pro vide an overview of the test results. It can be seen th at for both 
monetary and nonmonetary benefits, there is no statistically significant difference in 
the mean scores for males and females. Thus, it can be concluded that gender does 
not have an influence on the different dependent variables 
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Table 10.15. Group Statistics 
G St f f roup a IS ICS 
What is your Std. 
gender? N Mean Deviation Std . Error Mean 
non monetary benefits Fe male 110 3,43 ,520 ,050 
Male 79 3,49 ,455 ,051 
Female 115 4,76 ,377 ,035 
monetary benefits 
Male 79 4,63 ,587 ,066 
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Table 1 0.16.Extract of Independent Samples Test Output for Gender 
Levene's Test for 
Equality of Variances t-test for Equalitv of Means 
95% 
Confidence 
lnterval of 
the 
Difference 
Me a u 
n Std. p 
Diffe Error p 
Sig. (2- rene Differenc e 
F Sig . t df tai led) e e Lower r 
non monetary Equal 1,552 ,214 -,731 187 ,465 -,053 ,073 -,197 ,0 
benefits varianc 9 
es 0 
assume 
d 
Equal -,748 179,7 ,456 -,053 ,071 -, 194 ,0 
varianc 92 8 
es not 7 
assume 
d 
monetary Equal 5,987 ,015 1,850 192 ,066 ,128 ,069 -,008 ,2 
benefits varianc 6 
es 4 
assume 
d 
Equal 1,711 121,7 ,090 ,128 ,075 -,020 ,2 
varianc 37 7 
es not 6 
assume 
d 
In a last independent-samples t-test, the influence of age is tested. As an 
independent-samples t-test requires one continuous dependent variable and a 
categorical independent variable, the age variable is recoded into a categorical 
variable with two groups which allow an analysis concerning younger and older 
respondents. Thus, all respondents below the age of between 18 and 25 years and 26 
and 34 are assigned to group 1 and ali respondents equal or older than 35 years are 
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assigned to group 2. Levene's test for equality of means is not violated for both 
independent variables, and therefore equal variances can be assumed. The next table 
10.22 presents an overview of the results . Similar to gender, no statistically 
significant difference is received across both dependent variables. 
Table 10.17. Group Statistics 
G S . . roup tat•st1cs 
Std. Error 
What is your age group N Mean Std. Deviation Mean 
non monetary benefits between 18-34 19 3,52 ,637 ,146 
34 more 171 3,45 ,476 ,036 
monetary benefits between 18-34 22 4,89 ,264 ,056 
34 more 173 4,69 ,492 ,037 
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Table 10.18. Extract of lndependent Samples Test Output for Age 
ln dependent S T amples est 
Levene's Test 
for Equality of 
Variances t-test for Equalit\ of Means 
95% 
Confidence 
lnterval of 
the 
Std. Difference 
Sig. Mean Error 
(2- Differe Differe Lowe Upp 
F Sig. t df tailed) nee nee r er 
non Equal 6,910 ,009 ,588 188 ,557 ,070 '119 -,165 ,306 
moneta variance 
ry s 
benefits assumed 
Equal ,466 20,2 ,646 ,070 '151 -,244 ,384 
variance 92 
s not 
assumed 
moneta Equal 6,606 ,011 1,85 193 ,065 ,1 99 ,107 -,012 ,409 
ry variance 6 
benefits s 
assumed 
Equal 2,93 42,5 ,005 ,199 ,068 ,062 ,335 
variance 6 99 
s not 
assumed 
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10.2.2.7 Comparative analysis of the Holland America's Mariner Society 
Rewards Program, The Princess loyalty program, and the Captain's Circle, 
NCL Latitudes Club 
According to Bagdoniene and Jakstaite (2007:56) loyalty programs' success and 
profit should be estimated not only by organization but also by customers ' point of 
view. Loyalty programs differ with respect to the importance which they attach to the 
various types of rewards and benefits and whether they grant them especially their 
most valuable customers (Rapp and Decker, 2003, cited in Stauss and al., 2005: 231). 
Similarly to the conceptualization of attitude towards the relational benefits 
(Vaidyanathan et al., 2000; Tietje 2002), Stier and Hess (2009:3) suggest that 
customers evaluate the loyalty programs according to the benefits offered and 
eventually forman attitude towards the loyalty program. 
In order to answer the last sub question of this dissertation we have to perform a 
comparative analysis of the benefits provided by Rolland America' s Mariner Society 
Rewards Program, The Princess loyalty program, and the Captain's Circle, NCL 
Latitudes Club from customers' point of views. ANOV A is a popular statistical 
technique that allows testing for significant mean differences in variables between 
more than two concepts . 
The three loyalty programs 1.e. "Rolland Arnerica's Mariner Society Rewards 
Program", " The aptain ' s Circle" and "NCL' s Latitudes Club" are compared in 
terms of the benefits perceived by customers. The following table (10.23) presents the 
estimated average means for each benefit and classification of the programs 
according to these estimates, where F is ratio and P is a value. The F value shows the 
extent between the groups and the P value shows the significance of the differences 
between the groups. P should be less than 0.05 in order to be able to claim a 
statistically meaningful outcome. 
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Regarding the first benefit, Special discount of cruise voyage, customers indicate that 
the "NCL's Latitudes Club" offers the best discount of the priee of cruise voyage, 
which puts this program first with a mean of 3.70; second is "The Captain's Circle" 
with a mean of 2.53, followed by Rolland America's Mariner Society Rewards 
Program, with an average grade of 1.50. The difference between the average 
assessments of this benefit offered by the program of NCL Cruises is with one unit 
greater than that of Princess Cruises and with two units more than that of Rolland 
America. It is seen from the next table that F= 302.481 ~ 3, 07, Sig. = 0.000 < 
a=0.05. Therefore, the null hypothesis is rejected, i.e. the differences in the mean 
score for the Special discount of the priee of cruise voyage benefit of the three loyalty 
programs are statistically significant. 
The conclusion, based on the results, is that in terms of the Onboard priee discount 
benefit "Rolland America's Mariner Society Rewards Program" provides their 
customers with the best onboard discount with a mean of 3.99, followed by "NCL's 
Latitudes Club" with a mean of 3.91 after that "The Captain's Circle" with an 
average grade of 2.72. Although the results are significant; F= 173.352 ~ 3.07, Sig. 
=,000 < a=0.05 and the null hypothesis should be rejected, the difference between 
the average valuations of this benefit offered by the Rolland America program and 
NCL Cruises program is negligible -0.08. These two programs do not differ 
significantly in terms of the On board discounts while the difference in the estimates 
of the programs of Rolland America compared to Princess Cruises is more than one 
unit and the difference of NCL Cruises compared to Princess Cruises is also more 
than one unit. Taking into consideration these results, it can be concluded that the 
programs of Rolland America and of NCL Cruises offer significantly better on board 
priee discounts than the pro gram of Prin cess Cruises, from customers' point of view. 
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The average value of the Diversity of extra onboard services benefit, offered by the 
Rolland America program is 4.60, the mean of NCL Croises program is 4.43 and 
the average grate of Princess croises program is 4.36. lt is seen from the next table 
that F= 7.300 ~ 3.07, Sig.=,001 < a=0.05. Although the results are significant, the 
values of the mean scores of the three loyalty programs are almost equal - 4.60, 
4.43,4,36. The differences in the mean scores of the the Diversity of extra onboard 
services benefit, are not more than 0.24. Based on this figures it can be concluded that 
thé( three loyalty programs do not differ significantly in terms of variety of onboard 
services, from customers' point of view. 
In terms of the Special collectable gifts benefit, the mean for the "Rolland America's 
Mariner Society Rewards Program" is the highest- 3.01. The "The Princess loyalty 
program, the Captain's Circle" is ranked in second place, with an average grade of 
2.75, and third is the "NCL's Latitudes Club" program, with a mean of 2. 53. The 
results show that F= 19.837 ~ 3.07, Sig. =,000 < a=0.05, thus the null hypothesis is 
rejected, i.e., the differences in the average score of this benefit between the three 
loyalty programs are statistically significant. Based on these results, it can be 
concluded that the three programs differ in terms of this benefit, from 
customers'point of view 
The average grate of the Advance notice of new itineraries benefit, offered by the 
Rolland America program, is 3.70, the mean of this benefit provided by the Princess 
Croises program is 3.61 and NCL Croises program is 3.17. lt is seen from the table 
that F= 29.249 ~ 3.07, Sig. =,000 < a=0.05. Although the results are significant, the 
values of the mean scores of the three programs are almost identical- 3.70, 3.61, 3.17. 
The differences in the mean scores of this benefit are agaiQ. minor and it cao be 
concluded that the three loyalty programs do not differ significantly in terms of the 
Advance notice of new itineraries benefit, from customers' point of view. 
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Regarding the Advance information on special sailings benefit respondents indicate 
that Princess Cruises program offers the highest level of this benefit. The mean of 
this benefit of " the Captain's Circle" is 3.40, followed by the "NCL's Latitudes 
Club" with an average grade of 2.87 and third is "Rolland Arnerica's Mariner Society 
Rewards Program" with a mean of 3.73. The results show that F=36.952 ~ 3, 07, Sig. 
=, 000 < a=0.05, therefore the results are significant. Taking into consideration the 
values of the means of the benefit of each of the three programs- 3.40, 2.87, 2.73, we 
can see the value of the mean of Princess Cruises programs is significantly higher 
than that of Rolland America and NCL Cruises. Although the results present that the 
differences of the mean scores of the three programs are statistically significant, it can 
be concluded that the programs of Rolland America and NCL Cruises do not differ 
with respect to the information that provide on special sailings, because their average 
ratings are almost equal- 2.87 and 2.73 . While the mean of Princess Cruises program 
is significantly higher -3.40, so this program differs from the other two ones and 
offers the highest level of this benefit. 
Regarding the Exclusive newsletter and monthly email benefit, again respondents 
state that the program of Princess Cruises offers the highest level of this benefit with 
a mean of 3.51 , the program of Rolland America is rated in second place with an 
average score of 2.76 and the program of NCL Cruises is third with an average rate of 
2.48. The following table shows that the difference in the means scores of this benefit 
of the programs offered by Rolland America and NCL Cruises is only 0.28. 
Although the results show that F= 99.387 ~ 3, 07, Sig. =, 000 < a =0.05, the 
differences of the· programs of Rolland America and NCL Cruises are insignificant. 
As the difference in the average valuation of this benefit of Princess Cruises program 
is significantly higher than the other two, we can conclude the program of Princess 
Cruises offers the highest level of the Exclusive newsletter and monthly email benefit. 
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Regarding the Exclusive reservation benefit, customers put the program of Rolland 
America first with a mean of 3.94, followed by the program of NCL Cruises with a 
mean of 2.14 and third, the program of Princess Cruises with an average score of 
1.88. The differences in values of the three programs are significant, while this 
benefit of the program of Rolland America differs from the Princess Cruises one in 
two units. The next table presents that F= 332.307 ~ 3, 07, Sig. = ,000 < a=0.05, 
thus the null hypothesis is rejected, i.e. the differences in the mean score of this 
benefit of the three loyalty programs are statistically significant. Taking into 
consideration the results, we can come to the conclusion that regarding the Exclusive 
reservation benefit, the Rolland America program offers the highest level, followed 
by the program of NCL Cruises and final place is the program of Princess Cruises, 
according to the customers ' perception. 
In terms of the Special customer treatement benefit an average mean of the "Rolland 
America' s Mariner Society Rewards Program" is 4.56, of "NCL's Latitudes Club" is 
4.36 and of "The Captain's Circle" is 4.32. The differences in values of the mean 
scores of the three programs are negligible. The values of this benefit of NCL Cruises 
program and of Princess Cruises one are almost equal - 4.36 H 4.32. Although F= 
9.020 ~ 3, 07, Sig. = ,000 < a=0.05, these three loyalty programs do not differ 
significantly in terms of the Special customer treatment benefit, from 
customers'point of view. 
Regarding the Priority tender embarkationldisembarkation benefit, the mean of 
"Rolland America's Mariner Society Rewards Program" is 4.69, of "NCL's 
Latitudes Club" is 4.63, and of The Princess loyalty program, "the Captain's 
Circle" is 4.59. The next table shows that Sig. a=0.05 < F = 0.208, therefore the 
null hypothesis is not rejected, i.e. the three loyalty programs do not differ in terms of 
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the Priority tender embarkation!disembarkation benefit, from customers'point of 
VleW. 
In terms of the Invitation to special on board events bene fit, respondents state that the 
program of Rolland America offers the highest level of this benefit. The mean of the 
benefit is 4.41 , followed by the Princess Cruises program with an average score of 
4.09 and third is the program of NCL Cruises with a mean of 4.03. The next table 
shows that F= 13.841 ~ 3, 07, Sig. =, 000 < a=0.05. Although the results are 
significant, it is clear that the differences of the mean scores of the three programs are 
very small. Thus the three loyalty programs do not differ significantly in terms of the 
Invitation to special on board events benefit, from customers' point of view. 
N 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
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Table 10.19. Comparative analysis of the Rolland America's Mariner Society 
Rewards Program, The Princess loyalty program, and the Captain's Circle, NCL 
Latitudes Club. Means of measurement items for each independent variable 
Rolland America's The Princess NCL's 
Mariner Society loyalty program, Latitudes 
Benefits Rewards Program the Captain's Club 
Circle 
Mean Rank Mean Rank Mean Rank F Sig 
Special discount of 
the priee of the 1.50 11 2.53 10 3.70 6 
cruise voyage 302.481 ,000 
Onboard priee 3.99 5 2.72 9 3.91 5 
reduction 173.352 ,000 
Diversity of extra 4.60 2 4.36 2 4.43 2 
onboard services 7.300 ,001 
Special collectable 3.01 8 2.75 8 2.53 gifts 9 19.837 ,000 
Advance notice of 3.70 7 3.61 5 3.17 7 
new itineraries 29,249 ,000 
Advance information 2.73 10 3.40 7 2.87 8 
on special sailings 36,952 ,000 
Exclusive newsletter 2.76 9 3.51 6 2.48 10 
and monthly email 99.387 ,000 
Exclusive 3.94 6 1.88 11 2.14 11 
reservations 332.307 ,000 
Special customer 4.56 3 4 .32 3 4.36 3 treatment 9.020 ,000 
Priority tender 
embarkation/ 4.69 1 4.59 1 4.63 1 
disembarkation 1.577 ,208 
Invilation to special 4.41 4 4.09 4 4.03 4 
onboard events 
"l" ·Mx w· œ< + 13.841 ,000 
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10.2.2.8 Analysis of the strengths and the weaknesses of three loyalty programs 
examined in this study 
10.2.2.8.1 Strong points of the programs 
The customers indicate that the most strong points of the loyalty programs are the 
Special customer treatment benefit (31.4%) and the diversity of extra on board 
services benefit (31.4%). Second cornes the onboard credit benefit (12.79%), 
followed by the priority tender embarkation/disembarkation benefit (8.14%) and the 
on board priee reduction benefit (8.14% ). 4.651 % from all customers indicate as 
strong points of the three loyalty programs the Special offers for loyal customers 
benefit and (3.488%) -the Advance and useful information benefit. The following 
figure illustrates this distribution. 
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Figure 10.21. Strong points of loyalty programs 
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10.2.2.8.2. Weak points of the programs 
The following figure illustrates that (38.25%) of the respondents indicate as a weak: 
point of the three loyalty programs low discounts or lack of such ones from the priee 
of the cruise, (20.22%) of all customers specify lack of onboard priee reduction and 
(14.21 %) lack of discounts at the bars, discotheques and restaurants aboard the ship. 
About (8.197 %) of all interviewed people indicate that the discounts from the priee 
of the cruises are only for certain dates or for the most expensive cruises. (7.65%) of 
respondents indicate that other weak point of these programs is lack of discounts for 
the shore excursions, (6.557%) lack of a possibility for accommodation in a higher 
class cabin after a greater number of cruises and (4.918%) specify as a weak point the 
insufficient information on forthcoming discounts. 
Lack of a posslbiHty for accornnoda tion in a h igh e r c lass 
a fte r a g reater nurrt>er o f 
The discounts f ro m the priees of the c rulses a re only f or 
dates or the most expansive 
Lack o f d iscounts at the bars, dlscoth?ques 
Low discounts or lac k of such ones from the priee of the 
Figure10.22. Weak points of loyalty programs 
Percent 
CHAPTER 11 
DISCUSSION AND IMPLICATION 
11.1 Discussion of the results 
After having conducted the various analyses to test the developed hypotheses, this 
chapter explains and discusses the findings with respect to contribute in the area of 
customer loyalty programs. The study has implications for the future of the cruise line 
industry with regard to customers' attitudes towards loyalty programs. We can 
summarize the key findings as follows: 
The finding of this study suggest that cruise consumers on Bulgarian cruise market 
are not heterogeneous not only from the socio-demographic point of view, but also 
considering preferences, attitudes and behaviors related to the evaluation of different 
holidays and cruise characteristics. Early on in the vacation-purchasing behavior 
process, one of the most important decisions is the destination choice. Multiple 
models have been identified (Decrop, 1999), painting out the relevance of this choice 
when buying a cruise. According to Viannelli et al., (2009:5) another important 
attribute is the priee. Complementing these studies, our findings show that the most 
important factors that influence customers' behavior when purchase a cruise product 
are the itinerary and the priee. Customers perceive the itinerary as the most important 
factor. The priee is placed second in importance. The respondents consider the 
loyalty program as Jess important factor that affect a cruise-purchasing behavior 
process. 
The empirical study shows that among the clients on the Bulgarian cruise market, 
there are mainly consumers of higher income; however, the results show that more 
than a half of the respondents have only participated in one cruise and are members of 
one loyalty program. Most of the interviewed persons have specified that they have 
made their last cruise with NCL Cruises and MSC Cruises. Considerably lower 
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number of clients travelled with Princess (10.3%) and Rolland America (3.077%). 
Nearly a half the consumers are members of "NCL Latitudes Club", "MSC Çlub" is 
specified in the second place, and in the third place - "Princess Loyalty Program 
Cap tain' s Circle". 
Based on these results and the information obtained from the exploratory interviews 
conducted, we may summarize that the consumers in this study travel more with 
companies offering a mass product. This result is determined to sorne extent by the 
fact that Bulgaria is a small and less developed country than the rest of the countries 
in Europe. The average monthly salary in the state is considerably lower than the one 
either in the states in Eastern Europe or Western Europe. This is one of the main 
reasons the emises in Bulgaria to have a considerable rise over the last years. This 
also determines the obtained result that the greater part of the clients on the emise 
market in Bulgaria to have made only one emise, they participate in only one loyalty 
program and prefer travelling with companies offering a mass product. Although that 
the cruises are already also accessible to people of the middle class, the results show 
that the clients of the cruise industry in Bulgaria are mainly clients of higher incarne 
and considerably sensitive to priees and priee discounts. This is determined by the 
fact that the priee of the products offered by the cruise companies remains 
considerably higher in comparison to the average monthly salary in Bulgaria. 
Although most of the clients perceive the company they have made their last cruise as 
a leading emise company and are satisfied with the services rendered, the analysis 
shows that they do not feel committed to the company they have made their last 
cruise. This is also evident from the obtained results that when choosing a cruise 
company, the greater part of the clients is mainly interested in priees of the services 
being offered. Furthermore, more than a half of the interviewed persans prefer 
comparing the priees of the different companies, in order to be sure that they have 
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chosen the cheapest company. A half of the respondents specify that they would try 
an alternative cruise company, if the loyalty program provides a discount of up to 
$100 on the priee of the next cru ise. Over two-thirds consumers indicate that they 
would try an alternative company, if it provides at least 3% on the priee of the next 
cruise. Evaluating the services offered, the respondents consider that the company 
with which they have made their last cruise, does not offer attractive enough loyalty 
pro gram. 
The analysis of the perceived benefits, offered by the loyalty programs in the cruise 
industry, show that the clients have the grea test preference for the special discount on 
the priee of the cruise. The priee discounts aboard the ships rank second, followed by 
the special attitude towards the client, the variety of services aboard the ship and the 
priority embarkation /disembarkation from the ship. The clients state that the 
exclusive reservation benefits, bulletin of news and useful information and the special 
gifts, having the logo of the company, are the least important. Complementing the 
studies of the researchers exarnined the perceive value of relational benefits offered 
by loyalty programs (Jang and Mattila, 2005; Gwinner et al., 1998; Reynolds and 
Beatty, 1999, Chang and Chen, 2007) our findings show th at customers prefer 
monetary than nonmonetary benefits offered by cruise loyalty programs. On the basis 
of the obtained results regarding the perceived benefits from the loyalty programs, we 
may summarize that the clients on the Bulgarian cruise market are very sensitive to 
the priee discounts. The findings of previous research show that more priee sensitive 
customers are more attracted by offering cruise discounts (Petrick and Li, 2007:72). 
The comparative analysis of the three loyalty programs- "Rolland America's Mariner 
Society Rewards Program", "The Princess loyalty program, the Captain 's Circle" H 
"NCL' s Latitudes Club" shows that according to the clients on the Bulgarian cruise 
market, the three programs only differ in terms of sorne benefits. Evaluating the 
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benefits, offered by these programs, the respondents show that all of the three 
programs are more concentrated on the rendition of: firstly, priority 
embarkation/disembarkation from the ship, special attitude towards the client, variety 
of services aboard the ship and invitation to special events. According to the clients, 
the three programs offer almost one and the same level of the benefits specified. 
The programs are perceived differently in terms of the provision of Advance 
information on special sailings and Exclusive newsletter and monthly email, and 
Exclusive reservation. The respondents specify that in terms of Advance information 
on special sailings and Exclusive newsletter and monthly email, the highest level of 
these benefits is provided by the program of Princess Cmises. According to the 
respondents, the program of Rolland America offers the highest level of Exclusive 
reservation benefits, followed by the program of NCL Cmises, and the program of 
Princess Croises is ranked third. 
In relation to the monetary benefits, the consumers specify that the program of 
Norwegian Cmise Line offers the best discounts on the priees of the emise, combined 
with a board credit during the emise. The respondents state that of all three programs, 
the program of Rolland America offer the best discounts on the priees aboard the 
ship. The lowest level of monetary benefits is offered by the program of Princess 
Cmises. 
The strengths of these loyalty programs, according to the clients in the emise industry 
are the special attitude towards the client and the additional services, rendered aboard 
the ship. The respondents specify that these programs are not attractive enough in 
terms of direct priee discounts, being offered. The interviewed people state that the 
discounts aboard the ship are negligible, there are no discounts on the priees at the 
restaurants and bars of the ship, as well as discounts on the priees of the emises are 
only for certain dates or for the most expensive emises. On the basis of the results 
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obtained, we may add that the examined three programs are focused on the provision 
of non-monetary benefits or benefits directed to the special attitude towards the client 
rather than monetary direct benefits in the form of discounts on the priees. We may 
also conclude that the three exarnined loyalty programs are very similar in terms of 
offering benefits. 
The next table 11.1 summarizes the results obtained from hypothesis testing. 
Table 11.1. Summarize of the results obtained from hypothesis tes ting 
H Statement Hypothesis states 
1 The loyalty program is an important factor that affects Rejected 
customers' decision when they choose a cruise trip 
. 
2 Customers prefer monetary than nonmonetary rewards No rejected 
provided by loyalty programs 
3 Perceived value of benefits provided by loyalty programs Rejected 
differ by the gender 
4 Perceived value of benefits provided by loyalty programs Rejected 
differ by the age 
11.2 Conclusion and managerial contributions 
Since the introduction of the first loyalty program by American Airlines in 1981 , 
customer loyalty programs have become an integral part of the customer relationship 
management strategy in a lot of companies. Despite the widespread prevalence of 
loyalty programs in various industries, the actual effectiveness of these programs is 
still a controversially discussed topic among marketing scholars (Pez, 2008:2/3). 
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Within this context, a lot of attention is given to rewards or benefits which are 
considered key design element and often the most compelling reasons for consumers 
to enroll in a customer loyalty program (DeWulf et al ., 2002, Mimouni-Chaabane and 
V olle, 2010). The fiding of this study provide helpful guidelines for cruise marketers 
in the understanding cruise loyalty programs and how customer perceived the benefits 
offered. It is very significant that cruise companies understand which components of 
their loyalty program have the greatest positive influence on purchase behavior of 
customers comprising their different target markets.The results of this study suggest 
that the consumers on Bulgarian cruise market attach greater importance to monetary 
benefits rather than non monetary ones. They are expecting to receive more cash 
rewards and priee discounts than extra services and special gifts from cru1se 
companies. The results suggest that there are no significant differences in the 
preferences of the rewards between the male and female, between older and younger 
respondents, between customers with higher and lower income and between the 
members and non ones of loyalty programs. This leads us to conclude that Bulgarian 
cruise consumers are not very heterogeneous not only from the socio-demographic 
point of view, but also considering preferences and attitudes related to different types 
of re ward programs. The findings of this study con tri bute to marketing managers' 
understanding factors that affect customer' purchase behavior. Specifically, 
marketing managers should be aware of the fact that the most important factors that 
influence customer' s decision to pure hase the cru ise product are the itinerary and the 
priee. The results obtained of this research also shows that customers on Bulgarian 
cruise market are considerably sensitive to priees and priee discounts. 
The management of travel agencies on Bulgarian cruise market can be made more 
dynarnic by adjusting the offer of cash rewards to customers' requirements. Thus 
considering customers' preferences and expectations, sorne of travel agencies on 
Bulgarian cruise market have started to create their own loyalty programs more 
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oriented to priee discounts, seeking to attract and keep clients and increase their 
loyalty and profitability. These tactics are mainly due to the fact that the Bulgarian 
market is mostly oriented to the low priees, and the direct priee discounts are much 
more important than the quality and professionalism of services rendered. Marketing 
managers should also take into consideration that this low-price strategy will be more 
successful on Bulgarian emise market to combat other positioning strategies such as 
high quality, high service, special customer treatement, etc. According to Dilyana 
Georgieva, very often employees of Contitrans M become witnesses to situations, in 
which the client is not interested in anything else but the priee discount and is not 
willing to consider with which emise company to make the travel, through what 
agency to book the emise, how professionally this agency sells of emises, what 
information to provide to this agency in relation to the forthcoming emise, to what 
extent this information is reliable and adequate. The findings of this research shows 
that exactly this behaviour of the Bulgarian emise market client necessitates the 
formation and offer of loyalty reward schemes with cash value, offering priee 
discounts ranging from 3% to 5% on the priee of the next cruise. This means that 
immediate rewards are more effective in building a program's value than delayed 
rewards in the Bulgarian emise market. In general, our findings provide valuable 
insights to help managers design their re ward programs to meet eus tomer' s need and 
want, ultimately tme loyalty behavior. 
The results of the current study imply that the discounts offered by the emise 
companies are not that attractive, from customers' point of view. Although the 
program of Norwegian Cmise Line offer the highest level of priee reduction of the 
next emise trip, according to clients on the Bulgarian market, the three loyalty 
programs examined in this research are very similar. They offer almost the same leve! 
of benefits, extra services and products. Ail of the three programs are focused on 
making the travel of the clients exceptionally pleasant, on making the passengers feel 
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special by providing a variety of services, quality and fast servicing. The results show 
that in the opinion of the interviewed people, the programs offer little and 
inconsiderable priee discounts. Here it is very important to summarize that there is no 
good or bad, no better or worse loyalty program in the cruse industry. The customers 
evaluate the loyalty program according to their persona! needs, preferences and 
culture. It is important to understand that different segments will assign different 
importance and value to various loyalty programs offers. The program corresponds to 
the type of the cruise product and has a different value for the different target groups 
of clients. It is an essential challenge to any manager to know exceptionally well the 
preferences and expectations of one's clients in order to succeed in offering each of 
them the best and most suitable products, thus being more successful and better on 
the cruise market. 
11.3 Limitation of study 
The present study has certain limitations that need to be taken into account when 
evaluating the study and its contributions. However, sorne limitations should be seen 
as possible directions for future research on the same topic. 
First, when interpreting the current findings, it is necessary to keep in mind that the 
results are bound by the context and structure of the programs studied and thus may 
not generalize to other programs in the cruise industry. 
Second limitation of this study is that the customers on Bulgarian cruise market are 
not well disposed towards participation in customers' survey. Moreover, there is no 
way to ensure that all study participants would respond honestly to all of the survey 
items. 
Third limitation of the research is that we also interviewed customers that have never 
been participated in any loyalty program. These respondents estimate the three 
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different types of loyalty programs examined in this study only basing on the 
description for these programs made in the questionnaire or the information provided 
by the travel agency. 
Finally, because this study was conducted in Bulgaria, a cultural differences may 
influence perceived relational benefits, perceive value of reward programs and 
customer estimations of each cruise loyalty program. As a result, research findings 
might not be generalizable to all targets of customers in cruise industry. 
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APPENDICE!: Questions for in-depth interview 
• What types of loyalty programs are used on Bulgarian cruise market? Which are 
the most frequently used loyalty programs? 
• Could you describe the loyalty programs which are used in your company in 
terms of scope, structure and duration? 
• What kinds of tactics are deployed in these programs in arder to gain new 
customers and to retain present customers? 
• What kind of relational benefits provide these programs? 
• What are the strengths and weaknesses of loyalty programs which you recently 
offer? 
• What kinds of rewards are preferred by your customers? 
• In your opinion, which elements determine a program's value from a customer's 
perspective? 
• What is the influence of these loyalty programs on purchase intention? 
• What is your current position? (Cruise agency manager or cruise expert) 
• How many years are you working in cruise industry? And how many years in this 
company? 
APPENDICE 2: SURVEY FORM 
IINTRODUCTION 
This particular survey is to obtain the opinion of customers of cruise trips about loyalty 
reward programs and it is a part of a master's thesis in tourism development program at 
Université du Quebec à Montréal. lt is conducted in collaboration with cruise agency 
Contitrans-M. The survey focuses more on the attitudes of customers toward specifie loyalty 
programs than on the characteristics of the cruise trips. ln ali questions we ask you about 
your persona! opinion - there are no right or wrong answers and most often first 
impressions are best. Ali information provided will be treated in confidence and processed 
anonymously. 
1 count on your collaboration . With ki nd regards, 
Stan ka Antonova, master student 
A. ATTITUDES TOWARD CRUISE TRIPS AND CRUISE COMPANIES 
Al. Have you ever been on a cruise trip? 
Y es No [j If the answer is "Na", please terminale the survey. 
A2. How many cruise trips did you perform during the last 3 years? D 
A3. When was your last cruise trip? 
Last month 
Before 3 months 
Before 6 months 
Last year 
The year before the last 
year 
1 don't remember 
A4. Which company organized your last cruise trip? 
4 
5 
6 
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AS. Which factors affect your decision when you choose a cruise trip? 
Please, evaluate EACH factor. 
Factor Very Not impor-
important tant at ali 
A5.1. Priee 5 4 3 2 1 
A5.2. Company image 5 4 3 2 1 
A5.3. ltinerary 5 4 3 2 1 
A5.4. Starting port of the trip 5 4 3 2 1 
A5.5. Loyalty program 5 4 3 2 1 
A5.6. Complementary services 5 4 3 2 1 
A5.7. Category of the cru ise company 5 4 3 2 1 
A5.8. Category of the ship 5 4 3 2 1 
A5.9. Other (please, specify) 5 4 3 2 1 
A6. Could you evaluate the company which organized your last cru ise trip? 
For each statement, please show the extent to which you believe the company has the 
feature described by the statement. 
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Strongl Somewh Neighter Somewh Strongly 
y agree at agree agree, at disagree 
Statement 
nor disagree 
disagree 
A6.1. lt is the leading cruise company 5 4 3 2 1 
with long-standing experience. 
A6.2. lt offers good value for money. 5 4 3 2 1 
A6.3. A friend of relation has already 5 4 3 2 1 
used it. 
A6.4. The cruise service proved 5 4 3 2 1 
satisfactory in the past . 
A6.5. 1 have been using that company for 5 4 3 2 1 
years now. 
A6.6. 1 feel totally involved with this 5 4 3 2 1 
company. 
A6.7. lt has wide-ranging offers. 5 4 3 2 1 
A6.8. 1 feel service to be efficient. 5 4 3 2 1 
A6.9. lt offers attractive loyalty 5 4 3 2 1 
programs. 
A6.10. lt offers complementa ry services. 5 4 3 2 1 
ALL QUESTIONS IN THE FOLLOWING SECTIONS FOCUS ON LOYALTY PROGRAMS OFFERED 
FOR CRU/SE TRIPS. 
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B. ATIITUDES TOWARD LOYAL TV PROGRAMS 
Bl. On a scale from 1 to 5, 1 being "not important" and 5 "very important", what is the level 
of importance of the following benefits offered by any loyalty program? 
Please evaluate each benefit according to your persona/ opinion. 
Not Very 
Benefits 
important importa nt 
B1.1. Special discount of the priee of the cru ise 1 2 3 4 5 
voyage 
B1.2. Onboard priee reduction 1 2 3 4 5 
B1.3. Diversity of extra onboard services 1 2 3 4 5 
B1.4. Special collectable gifts 1 2 3 4 5 
B1.5 . Advance not ice of new itineraries 1 2 3 4 5 
B1.6. Advance information on special sailings 1 2 3 4 5 
B1.7. Exclusive newsletter and monthly email 1 2 3 4 5 
B1.8. Exclusive reservations 1 2 3 4 5 
B1.9. Special customer t reatment 1 2 3 4 5 
B1.10. Priority tender embarkat ion/ disembarkation 1 2 3 4 5 
B1.11. Invitation to special on board events 1 2 3 4 5 
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B2. For each statement below, please èxpress your level of agreement on a scale from 1 
11Strongly disagree" to 5 "strongly agree". 
Strongl Somewh Neighter Strongly Somew 
y at agree, agree hat 
Statement 
disagre disagree nor agree 
e disagree 
B2.1. When deciding on a cruise 1 2 3 4 5 
company, 1 am not interested in bargain 
hunting. 
B2.2. When choosing a cruise company, 1 1 2 3 4 5 
compare priees of different companies 
to be sure 1 get the best value for money. 
B2.3. When choosing a cruise company, 1 2 3 4 5 
the port is the most important factor. 
B2.4. 1 would try an alternative cru ise 1 2 3 4 5 
company if its loyalty program offers 
100USD discount. 
B2.5. 1 wou Id try an alternative cru ise 1 2 3 4 5 
company if its loyalty program offers at 
least 3% discount of the next voyage. 
B2.6. Wh en 1 choose a cru ise voyage, 1 1 2 3 4 5 
prefera cru ise company th at 1 know 
best. 
258 
C. CUSTOMER PERCEPTION AND EVALUATION OF LOYAL TV PROGRAMS 
Cl. How many cruise loyalty programs are you a member of? 
3 or more D None D 
C2. If the answer is different from "None", in which loyalty program do you participate? 
First mentioned 
Second mentioned 
Third ment ioned 
C3. What kind of loyalty program has been offered to you when you were choosing your last 
cru ise trip? 
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C4. How familiar are you with the following loyalty programs? 
Please give an answer for each loyalty program. 
1 read about 
1 have been 
1 never 1 am a 
he a rd iton the 
told aboutit 
member of Loyalty program 
by an 
aboutit website this program 
employee 
C4.1. Holland America's Mariner 1 2 3 4 
Society Rewards Program 
C4.2. The Princess loyalty program, 1 2 3 4 
the Captain's Circle 
C4.3. NCL's Latitudes Club 1 2 3 4 
CS. A short description about loyalty program ,Holland America's Mariner Society Rewards 
Program" is given below. 
The Program offers Welcome Bock Embarkation Lunch in the dining room, as weil as a complimentary 
Mariner Champagne Brunch, A collectible gift presented to guests on board, Offers to special sailings 
hosted by a representative of the Mariner Society, Special offers on select sailings, A 50% cru ise fare 
discount on the 3rd/4th guest staying in your stateroom on select sailings, A complimentary photo of 
the ship, A 10% discount on Ho/land America Une logo clothing so/d in onboard signature shops, A 
15% discount on merchandise from www.shophollandamerica.com, A f ree subscription to the print or 
digital version of Mariner magazine, , An annual cruise pionner, , A special recognition lape/ pin, A 
25% discount on specialty restaurant surcharges, wine packages, beverages in the Explorations Café 
and al/ mini-bar purchases, Discounts on select treatments from the Greenhouse Spa & Salon, 
Advance information on new itineraries, A waiver of air deviation fees, A 50% discount on specialty 
restaurant surcharges, wine packages, beverages in the Explorations Café and al/ mini-bar purchases, 
A complimentary wine tasting session, Complimentary /aundry and pressing services, Priority 
disembarkation, Priority tender, Priority check-in, Early notification of shore excursions avai/ab/e for 
pre-booking, A complimentary one-year subscription to Travet+ Leisure or Food & Wine magazine. 
Based on this information or your experience please evaluate this loyalty program in terms 
of provided benefits. 
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Please give an answer for each benefit. 
Benefits Low level High level 
C5.1. Special discount of the priee of the cru ise 1 2 3 4 5 
voyage 
C5.2. Onboard priee reduction 1 2 3 4 5 
C5.3. Diversity of extra on board services 1 2 3 4 5 
C5.4. Special collectable gifts 1 2 3 4 5 
C5.5. Advance notice of new itineraries 1 2 3 4 5 
C5.6. Advance information on special sailings 1 2 3 4 5 
C5.7. Exclusive newsletter and monthly email 1 2 3 4 5 
C5.8. Exclusive reservations 1 2 3 4 5 
C5.9. Special customer treatment 1 2 3 4 5 
C5.10. Priority tender embarkation/ Disembarkation 1 2 3 4 5 
C5.11. Invitation to special on board invents 1 2 3 4 5 
------ ------·---------
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C6. A short description about loyalty program 11The Princess loyalty program, the Captain's 
Circle is given below. 
The program starts with standard magazine subscription and a cocktail reception onboard. The 
Program offers Members Only Onboard Events, Special Princess Passports, giving customers a 
unique way to record their memories of treasured adventures. Program provides Collectible 
Destination Stamps, Access to a Circle Host Onboard- The cruise company is committed to making 
clients' vacation experience a special one - that's why, onboard every vesse!, there is a Circle Host, a 
representative of the Princess Cruises Captain's Circle, ready to make sure that every guest will 
receive all the benefits to which is entitled, and Member Benefits Card which indicates their Member 
status. The program offers Princess Cruises Captain's Circle Quarterly Magazine, Princess Cruises 
Captain's Circle e Newsletter, Gold Member Recognition Pin, Princess Cruises Captain's Circle 
Center Online. The program offers Princess Free Cruise Photo, Complimentary Cruise Atlas, 
Preferred Check-ln, Platinum Disembarkatio1; Lounge, Complimentary Internet Packages, Priority 
Ship to Shore Tender Embarkation, Priority Disembarkation, Shoe Polishing Service, Complimentary 
Laundry and Professional Cleaning Services, Complimentary Mini Bar Set Up, Deluxe Canapés 
Selection, Afternoon Tea, Upgraded Bathroom Amenities, 10% Boutique Discount, Complimentary 
Grapevine Wine Tasting. Princess Cruises Captain's Circle Members who book early can enjoy an 
additional savings of up to $100 per persan off their cruise fare (for the first 12 passengers in the 
cabin). 
Based on this information or your experience please evaluate this loyalty program in terms 
of provided benefits. 
Please give an answer for each benefit. 
Benefits 
C6.1. Special discount of the priee ofthe cruise 
voyage 
C6.2. Onboard priee reduction 
C6.3. Diversity of extra on board services 
C6.4. Special collectable gifts 
C6.5. Advance notice of new itineraries 
C6.6. Advance information on special sailings 
C6.7. Exclusive newsletter and monthly email 
C6.8. Exclusive reservations 
Low level 
1 
1 
1 
1 
1 
1 
1 
1 
2 3 
2 3 
2 3 
2 3 
2 3 
2 3 
2 3 
2 3 
4 
4 
4 
4 
4 
4 
4 
4 
High 
level 
5 
5 
5 
5 
5 
5 
5 
5 
1 
1 
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C6.9. Special customer treatment 1 2 3 4 5 
C6.10. Priority tender embarkation/ Disembarkation 1 2 3 4 5 
C6.11. Invitation to special onboard invents 1 2 3 4 5 
Cl . A short description about loyalty program " NCL's Latitudes Club" is given below. 
The program offers Monthly Latitudes Insider Offers on select sailings throughout the year, wh.ich 
feature, for example, on-board credits on selected future sailings. The pro gram offers Priority Check-
In to expedite embarkation, On-board Latitudes Rewards Representatives to assist loyal guests on 
board, On-board Discounts: 10% discount at duty free shop; free work of art fo r attending art auction; 
30 free minutes with 250-minute Internet package purchase, 15 free minutes with. l OO-minute Internet 
package purchase, Members Only Cocktail Party on board, Ship Pin given on board your sailing as a 
souvenir, Discount on Photo Packages: 15% Silver members, 20% Gold members, 25% Platinum 
members, Discount on Spa Signature Services during port da ys: 15% Silver members, 20% Gold 
members, 25% Platinum members, Nigh.tly Chocolate on pillow as part ofturndown service, Exclusive 
On-board Gathering to meet the ship's officers, Priority Tender Tickets, Priority Disembarkation to 
expedite the disembarkation process, Fruit Basket to enjoy in your stateroom, Chocolate Covered 
Strawberries delivered to your stateroom the first evening, Concierge-Service, Complimentary Dinner 
at Le Bistro enjoy dinner for two and a complimentary bottle of wine at the romantic French Bistro, 
Complimentary Laundry Service, Complimentary Sparkling Wine for your enjoyment white in your 
stateroom, Complimentary Behind-the-Scenes Ship Tour where you'll find out what it really takes to 
keep NCL ships afloat. 
Based on this information or your exper ience please evaluate this loyalty program in terms 
of provided benefits. 
Please give an answer for each benefit. 
Benefits Law level High level 
C7.1. Special discount ofthe priee of the cru ise 1 2 3 4 5 
voyage 
C7.2. Onboard priee reduction 1 2 3 4 5 
C7.3. Diversity of extra on board services 1 2 3 4 5 
C7.4. Special collecta ble gifts 1 2 3 4 5 
C7.5. Advance notice of new itineraries 1 2 3 4 5 
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C7.6. Advance information on special sailings 1 2 3 4 5 
C7.7. Exclusive newsletter and monthly email 1 2 3 4 5 
C7.8. Exclusive reservations 1 2 3 4 5 
C7.9. Special customer treatment 1 2 3 4 5 
C7.10. Priority tender embarkation/ Disembarkation 1 2 3 4 5 
C7.11. Invitation to special onboard invents 1 2 3 4 5 
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C8. Please specify the strong points of these programs 
C9. Please specify the weak point of these programs 
1 O. CUSTOMER OEMOGRAPHICS 
Dl. What is your age group? 
D 18 to 25 D 26 to 34 D 35 to 49 D 50 to64 D 65 more 
D2. What is your gender? 
DFemale DMale 
D3. What is your occupation?--------------
D4. What is your annual household income? 
D Less than 20 000 BGN 
0 60 OOOBGN to 79 999BGN 
D 20 OOOBGN to 39 999BGN D 40 OOOBGN to 59 999BGN 
0 80 OOOBG N and more 
We sincerely thank you for your collaboration 
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APPENDICE 3: SPSS TABLES 
What is your age ç roup? 
Cumulative 
Frequency Percent Valid Percent Percent 
Val id 26 to 34 22 11 ,3 11 ,3 11 ,3 
35 to 49 111 56,9 56,9 68,2 
50to64 59 30,3 30,3 98,5 
65 more 3 1,5 1,5 100,0 
Total 195 100,0 100,0 
What is your gender? 
Cumulative 
Frequency Percent Valid Percent Percent 
Valid Female 115 59,0 59,3 59,3 
Male 79 40,5 40,7 100,0 
Total 194 99,5 100,0 
Missing -9 1 ,5 
Total 195 100,0 
.. --- ------------------------------, 
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What is your occ1J2.ation? 
Cumulative 
Freguency_ Percent Valid Percent Percent 
Valid Architect 5 2,6 2,6 2,6 
IT specialist 7 3,6 3,6 6,2 
Office/Assistant manager 11 5,6 5,7 11 ,9 
Technical Assistant 3 1,5 1,5 13,4 
Tour Operator 1 ,5 _ ,5 13,9 
Lawyer 1 ,5 ,5 14,4 
Cosmetician/Hairdresser 2 1,0 1,0 15,5 
Own business 22 11,3 11,3 26,8 
Computer Scientist- 1 ,5 ,5 27,3 
Mathematician 
Economist 6 3, 1 3, 1 30,4 
Accountant 14 7,2 7,2 37,6 
Consulting services 2 1,0 1,0 38,7 
Dentist 20 10,3 10,3 49,0 
Engineer 14 7,2 7,2 56,2 
Teacher/ Lecturer 8 4, 1 4, 1 60,3 
Artist 1 ,5 ,5 60,8 
Manager 31 15,9 16,0 76,8 
lnsurance broker 8 4,1 4,1 80,9 
Physician 13 6,7 6,7 87,6 
Superintendent 2 1,0 1,0 88,7 
Mechanic 1 ,5 ,5 89,2 
Bank employee 10 5,1 5,2 94,3 
Inspecter 1 ,5 ,5 94,8 
Designer 2 1,0 1,0 95,9 
Notary public 4 2, 1 2,1 97,9 
Sai lor 1 ,5 ,5 98,5 
Realtor 2 1,0 1,0 99,5 
Other 1 ,5 ,5 100,0 
Total 194 99,5 100,0 
Missing -9 1 ,5 
Total 195 100,0 
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What is your annual household income? 
Cumulative 
Frequency Percent Valid Percent Percent 
Val id 400BGN to 699BGN 5 2,6 2,6 2,6 
700BGN to 999BGN 43 22,1 22,1 24,6 
1 OOOBGN to 1299BGN 89 45,6 45,6 70,3 
1300BGN and more 58 29,7 29,7 100,0 
Total 195 100,0 100,0 
Val id 
Missing 
Total 
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How many cruise trips did you perform during the last 3 years? 
Cumulative 
Frequency Percent Valid Percent Percent 
Val id 1 143 73,3 76,5 76,5 
2 37 19,0 19,8 96,3 
3 5 2,6 2,7 98,9 
4 1 ,5 ,5 99,5 
8 1 ,5 ,5 100,0 
Total 187 95,9 100,0 
Missing -9 8 4,1 
Total 195 100,0 
When was your last cruise trip? 
Cumulative 
Frequency Percent Valid Percent Percent 
Last month 1 ,5 ,5 ,5 
Before 3 months 15 7,7 7,8 8,3 
Before 6 months 36 18,5 18,8 27,1 
Last year 67 34,4 34,9 62,0 
The year before the last year 64 32,8 33,3 95,3 
1 don't remember 9 4,6 4,7 100,0 
Total 192 98,5 100,0 
-9 3 1,5 
195 100,0 
---1 
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Which company organized your last cruise trip? 
Cumulative 
Frequency Percent Valid Percent Percent 
Val id MSC 55 28,2 28,2 28,2 
Costa 16 8,2 8,2 36,4 
Prin cess 20 10,3 10,3 46,7 
NCL 71 36,4 36,4 83,1 
Celebrity 3 1,5 1,5 84,6 
Louis 2 1,0 1,0 85,6 
Royal Caribbean 7 3,6 3,6 89,2 
Carn iv al 5 2,6 2,6 91 ,8 
Oceania 5 2,6 2,6 94,4 
Holland America 6 3,1 3,1 97,4 
Royal Olympie 4 2,1 2,1 99,5 
Fred.Oisen 1 ,5 ,5 100,0 
Total 195 100,0 100,0 
Descriptive Statistics 
N Minimum Maximum Mean Std. Deviation 
Priee 195 2 5 4,65 ,713 
Company image 194 1 5 3,63 ,759 
ltinerary 195 2 5 4,76 ,513 
Starting port of the trip 193 1 5 2,97 1,068 
Loyalty program 193 1 5 2,77 ,935 
Complementary services 194 1 5 3,49 ,865 
Category of the cruise 195 1 5 2,97 1,062 
company 
CateQory of the ship 189 1 5 3,61 1 ' 142 
Valid N {listwise) 183 
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Priee 
Cumulative 
Frequency Percent Valid Percent Percent 
Val id Not imiJortant 5 2,6 2,6 2,6 
Neither important, nor 12 6,2 6,2 8,7 
unimportant 
Important 30 15,4 15,4 24,1 
Very important 148 75,9 75,9 100,0 
Total 195 100,0 100,0 
Company image 
Cumulative 
Frequency Percent Valid Percent Percent 
Val id Not important at ali 1 ,5 ,5 ,5 
Not important 9 4,6 4,6 5,2 
Neither important, nor 72 36,9 37,1 42,3 
unimportant 
Important 91 46,7 46,9 89,2 
Very important 21 10,8 10,8 100,0 
Total 194 99,5 100,0 
Missing -9 1 ,5 
Total 195 100,0 
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ltinerary 
Cumulative 
Frequency Percent Valid Percent Percent 
Val id Not important 1 ,5 ,5 ,5 
Neither important, nor 5 2,6 2,6 3,1 
un important 
Important 33 16,9 16,9 20,0 
Very important 156 80,0 80,0 100,0 
Total 195 100,0 100,0 
Starting port of the trip 
Cumulative 
Frequency Percent Valid Percent Percent 
Valid Not important at ali 14 7,2 7,3 7,3 
Not important 55 28,2 28,5 35,8 
Neither important, nor 61 31 ,3 31 ,6 67,4 
un important 
Important 48 24,6 24,9 92,2 
Very important 15 7,7 7,8 100,0 
Total 193 99,0 100,0 
Missing -9 2 1,0 
Total 195 100,0 
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Loyalty pro~ ram 
Cumulative 
Frequency Percent Valid Percent Percent 
Valid Not important at ali 20 10,3 10,4 10,4 
Not important 48 24,6 24,9 35,2 
Neither important, nor 84 43,1 43,5 78,8 
unimportant 
Important 38 19,5 19,7 98,4 
Very important 3 1,5 1,6 100,0 
Total 193 99,0 100,0 
Missing -9 2 1,0 
Total 195 100,0 
Complementary services 
Cumulative 
Frequency Percent Valid Percent Percent 
Val id Not important at ali 5 2,6 2,6 2,6 
Not important 19 9,7 9,8 12,4 
Neither important, nor 60 30,8 30,9 43,3 
unimportant 
Important 96 49,2 49,5 92,8 
Very important 14 7,2 7,2 100,0 
Total 194 99,5 100,0 
Missing -9 1 ,5 
Total 195 100,0 
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Cate ory of the cru ise company 
Cumulative 
Frequency Percent Valid Percent Percent 
Val id Not important at ali 17 8,7 8,7 8,7 
Not important 49 25,1 25,1 33,8 
Neither important, nor 63 32,3 32,3 66,2 
unimportant 
Important 54 27,7 27,7 93,8 
Very important 12 6,2 6,2 100,0 
Total 195 100,0 100,0 
Category of the ship 
Cumulative 
Frequency Percent Valid Percent Percent 
Val id Not important at ali 6 3,1 3,2 3,2 
Not important 31 15,9 16,4 19,6 
Neither important, nor 45 23,1 23,8 43,4 
un important 
Important 56 28,7 29,6 73,0 
Very important 51 26,2 27,0 100,0 
Total 189 96,9 100,0 
Missing -9 6 3,1 
Total 195 100,0 
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How man cruise loyaltv programs are ~ou a member of? 
Cumulative 
Frequency Percent Valid Percent Percent 
Val id 1 128 65,6 65,6 65,6 
2 6 3,1 3,1 68,7 
3 or more 2 1,0 1,0 69,7 
None 59 30,3 30,3 100,0 
Total 195 100,0 100,0 
First mentioned 
Cumulative 
Frequency Percent Valid Percent Percent 
Val id NCL Latitudes Club 66 33,8 49,3 49,3 
MSC Club 24 12,3 17,9 67,2 
Princess Loyalty Program 20 10,3 14,9 82,1 
Captain's Circle 
Louis Loyalty Program 1 ,5 ,7 82,8 
Oceania Cruises Proqram 4 2,1 3,0 85,8 
Crown and Anchor Society 5 2,6 3,7 89,6 
Holland America's Mariner 6 3,1 4,5 94,0 
Society Rewards Proqram 
Carnival Loyalty Program 2 1,0 1,5 95,5 
Costa Club 6 3,1 4,5 100,0 
Total 134 68,7 100,0 
Missing -9 61 31 ,3 
Total 195 100,0 
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Second mentioned 
Cumulative 
Frequency Percent Valid Percent Percent 
Val id NCL Latitudes Club 1 ,5 16,7 16,7 
MSC Club 2 1,0 33,3 50,0 
Crown and Anchor Society 2 1,0 33,3 83,3 
Carnival Loyalty Program 1 ,5 16,7 100,0 
Total 6 3,1 100,0 
MiS$ing -9 189 96,9 
Total 195 100,0 
Holland America's Mariner Society Rewards Program 
Cumulative 
Frequency Percent Valid Percent Percent 
Val id 1 never heard about it 93 47,7 48,2 48,2 
1 read about it on the 89 45,6 46,1 94,3 
website 
1 have been told about it by 5 2,6 2,6 96,9 
an employee 
1 am a member of this 6 3,1 3,1 100,0 
program 
Total 193 99,0 100,0 
Missing -9 2 1,0 
Total 195 100,0 
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The Princess loyalty program, the Captain's Circle 
Cumulative 
Frequency Percent Valid Percent Percent 
Val id 1 never heard about it 82 42,1 42,5 42,5 
1 read about it on the 85 43,6 44,0 86,5 
website 
1 have been told about it by 9 4,6 4,7 91,2 
an employee 
1 am a member of this 17 8,7 8,8 100,0 
program 
Total 193 99,0 100,0 
Missing -9 2 1,0 
Total 195 100,0 
NCL's Latitudes Club 
Cumulative 
Frequency Percent Valid Percent Percent 
Val id 1 never heard about it 61 31,3 31,4 31,4 
1 read about it on the website 57 29,2 29,4 60,8 
1 have been told about it by an 12 6,2 6,2 67,0 
employee 
1 am a member of this program 64 32,8 33,0 100,0 
Total 194 99,5 100,0 
Missing -9 1 ,5 
Total 195 100,0 
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Please specify the strong points of these programs 
Cumulative 
Frequency Percent Valid Percent Percent 
Val id Onboard priee reduction 14 7,2 8,1 8,1 
Onboard credit 22 11 ,3 12,8 20,9 
Diversity of extra onboard 54 27,7 31,4 52,3 
services 
Priority tender embarkation/ 14 7,2 8,1 60,5 
disembarkation 
Special offers for loyal 8 4,1 4,7 65,1 
customers 
Special customer treatment 54 27,7 31,4 96,5 
Advance and useful 6 3,1 3,5 100,0 
information 
Total 172 88,2 100,0 
Missing -9 23 11,8 
Total 195 100,0 
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"f Please sp_ec1ty the weak po mt o these programs 
Freque Cumulative 
ney Percent Valid Percent Percent 
Val id Low discounts or lack of such ones from 70 35,9 38,3 38,3 
the priee of the cruise 
Lack of discounts at the bars, discoth?ques 26 13,3 14,2 52,5 
and restaurants aboard the ship 
The discounts from the priees of the 15 7,7 8,2 60,7 
cruises are only for certain dates or the 
most expensive cruises 
Lack of discounts for the shore excursions 14 7,2 7,7 68,3 
Lack of a possibility for accommodation in 12 6,2 6,6 74,9 
a higher class cabin after a greater number 
of cruises 
lnsufficient information on forthcoming 9 4,6 4,9 79,8 
discounts 
Lack of onboard priee reduction 37 19,0 20,2 100,0 
Total 183 93,8 100,0 
Missing -9 12 6,2 
Total 195 100,0 
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N Minimum Maximum Mean Std. Deviation 
lt is the leading cruise company 195 1 5 4,32 ,868 
with long-standing experience. 
lt offers good value for money. 195 1 5 3,22 ,928 
A friend of relation has already 193 1 5 4,23 1,396 
used it. 
The cruise service proved 193 1 5 4,28 ,703 
satisfactory in the past. 
1 have been using that 192 1 5 1,75 1,185 
company for years now. 
1 feel totally involved with this 194 1 5 2,22 1,202 
company 
lt has wide-ranging offers. 195 2 5 4,03 ,776 
1 feel service to be efficient. 194 2 5 4,05 ,760 
lt offers attractive loyalty 195 2 5 3,53 ,720 
programs. 
lt offers complementary 194 1 5 3,79 ,733 
services. 
Valid N (listwise) 186 
lt is the leading cruise company_ with long-standing exp_erience. 
Cumulative 
Frequency Percent Val id Percent Percent 
Val id Strongly disagree 1 ,5 ,5 ,5 
Somewhat disagree 5 2,6 2,6 3,1 
Neither agree, nor disagree 31 15,9 15,9 19,0 
Somewhat agree 52 26,7 26,7 45,6 
Strongly agree 106 54,4 54,4 100,0 
Total 195 100,0 100,0 
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lt offers qood value for mone,. 
Cumulative 
Frequencv Percent Valid Percent Percent 
Val id Strongly disagree 7 3,6 3,6 3,6 
Somewhat disagree 31 15,9 15,9 19,5 
Neither aQree, nor disaQree 85 43,6 43,6 63,1 
Somewhat agree 57 29,2 29,2 92,3 
Strongly agree 15 7,7 7,7 100,0 
Total 195 100,0 100,0 
A friend of relation has already used it. 
Cumulative 
Frequencv Percent Valid Percent Percent 
Valid Strongly disaQree 24 12,3 12,4 12,4 
Somewhat disagree 4 2,1 2,1 14,5 
Neither agree, nor disagree 14 7,2 7,3 21,8 
Somewhat aQree 13 6,7 6,7 28,5 
Strongly agree 138 70,8 71 ,5 100,0 
Total 193 99,0 100,0 
MissinQ -9 2 1,0 
Total 195 100,0 
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The cruise service proved satisfactory in the past. 
Cumulative 
Frequency Percent Valid Percent Percent 
Valid Strongly disagree 2 1,0 1,0 1,0 
Somewhat disagree 3 1,5 1,6 2,6 
Neither agree, nor disagree 7 3,6 3,6 6,2 
Somewhat agree 108 55,4 56,0 62,2 
Strongly agree 73 37,4 37,8 100,0 
Total 193 99,0 100,0 
Missing -9 2 1,0 
Total 195 100,0 
1 have been using that company for years now. 
Cumulative 
Frequency Percent Valid Percent Percent 
Val id Strongly disagree 122 62,6 63,5 63,5 
Somewhat disagree 29 14,9 15,1 78,6 
Neither agree, nor disagree 17 8,7 8,9 87,5 
Somewhat agree 15 7,7 7,8 95,3 
Strongly agree 9 4,6 4,7 100,0 
Total 192 98,5 100,0 
Missing -9 3 1,5 
Total 195 100,0 
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1 feel totallv involved with this company 
Cumulative 
Frequencv Percent Valid Percent Percent 
Val id Strongly disagree 82 42,1 42,3 42,3 
Somewhat disagree 26 13,3 13,4 55,7 
Neither agree, nor disaqree 51 26,2 26,3 82,0 
Somewhat agree 32 16,4 16,5 98,5 
Strongly agree 3 1,5 1,5 100,0 
Total 194 99,5 100,0 
Missinq -9 1 ,5 
Total 195 100,0 
lt has wide-ranc inCl offers. 
Cumulative 
Frequency Percent Valid Percent Percent 
Val id Somewhat disagree 5 2,6 2,6 2,6 
Neither aqree, nor disaqree 41 21 ,0 21,0 23,6 
Somewhat aqree 93 47,7 47,7 71,3 
Strongly agree 56 28,7 28,7 100,0 
Total 195 100,0 100,0 
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1 feel service to be efficient. 
Cumulative 
Frequency Percent Valid Percent Percent 
Val id Somewhat disaqree 4 2,1 2,1 2, 1 
Neither aqree, nor disagree 39 20,0 20,1 22,2 
Somewhat agree 94 48,2 48,5 70,6 
Strongly agree 57 29,2 29,4 100,0 
Total 194 99,5 100,0 
Missinq -9 1 ,5 
Total 195 100,0 
tf t o ers attractive o a ty programs. 
Cumulative 
Frequency Percent Valid Percent Percent 
Valid Somewhat disagree 8 4,1 4,1 4, 1 
Neither agree, nor disagree 93 47,7 47,7 51,8 
Somewhat agree 76 39,0 39,0 90,8 
Stronqly aqree 18 9,2 9,2 100,0 
Total 195 100,0 100,0 
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lt offers complementary services. 
Cumulative 
Frequency Percent Valid Percent Percent 
Val id Strongly disagree 1 ,5 ,5 ,5 
Somewhat disagree 4 2,1 2,1 2,6 
Neither agree, nor disaqree 58 29,7 29,9 32,5 
Somewhat agree 102 52,3 52,6 85,1 
Strongly agree 29 14,9 14,9 100,0 
Total 194 99,5 100,0 
Missing -9 1 ,5 
Total 195 100,0 
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Descriptive Statistics 
N Minimum Maximum Mean Std. Deviation 
Special discount of the priee 195 2 5 4,79 ,499 
of the cruise voyage 
Onboard priee reduction 195 2 5 4,63 ,572 
Diversity of extra onboard 192 3 5 4,30 ,639 
services 
Special collectable ÇJifts 194 1 5 2,42 ,897 
Advance notice of new 194 1 5 3,30 ,841 
itineraries 
Advance information on 195 1 5 3,28 ,978 
special sailinqs 
Exclusive newsletter and 195 1 5 2,85 ,901 
monthly email 
Exclusive reservations 195 1 5 3,14 ,923 
Special customer treatment 195 3 5 4,52 ,595 
Priority tender embarkation/ 195 2 5 3,96 ,798 
disembarkation 
Invitation to special onboard 195 1 5 3,42 ,878 
events 
Valid N (listwise) 190 
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Special discount of the priee of the cruise voyage 
Cumulative 
Frequency Percent Valid Percent Percent 
Val id Not important 1 ,5 ,5 ,5 
Neither important, nor 5 2,6 2,6 3,1 
unimportant 
Important 28 14,4 14,4 17,4 
Very important 161 82,6 82,6 100,0 
Total 195 100,0 100,0 
Onboard priee reduction 
Cumulative 
Frequency Percent Valid Percent Percent 
Val id Not important 1 ,5 ,5 ,5 
Neither important, nor 6 3,1 3,1 3,6 
unimportant 
Important 57 29,2 29,2 32,8 
Very important 131 67,2 67,2 100,0 
Total 195 100,0 100,0 
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Diversitv of extra onboard services 
Cumulative 
Frequency Percent Valid Percent Percent 
Val id Neither important, nor 19 9,7 9,9 9,9 
unimportant 
Important 97 49,7 50,5 60,4 
Very important 76 39,0 39,6 100,0 
Total 192 98,5 100,0 
MissinQ -9 3 1,5 
Total 195 100,0 
Special collectable gifts 
Cumulative 
Frequency Percent Valid Percent Percent 
Valid Not important at ali 23 11 ,8 11 ,9 11 ,9 
Not important 95 48,7 49,0 60,8 
Neither important, nor 51 26,2 26,3 87,1 
un important 
Important 22 11 ,3 11 ,3 98,5 
Very important 3 1,5 1,5 100,0 
Total 194 99,5 100,0 
Missing -9 1 ,5 
Total 195 100,0 
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Advance notice of new itineraries 
Cumulative 
Frequency Percent Valid Percent Percent 
Val id Not important at ali 5 2,6 2,6 2,6 
Not important 22 11 ,3 11 ,3 13,9 
Neither important, nor 88 45,1 45,4 59,3 
unimportant 
Important 68 34,9 35,1 94,3 
Very important 11 5,6 5,7 100,0 
Total 194 99,5 100,0 
Missing -9 1 ,5 
Total 195 100,0 
Advance information on special sailings 
Cumulative 
Frequency Percent Valid Percent Percent 
Val id Not important at ali 4 2,1 2,1 2,1 
Not important 39 20,0 20,0 22, 1 
Neither important , nor 72 36,9 36,9 59,0 
unimportant 
Important 58 29,7 29,7 88,7 
Very important 22 11,3 11,3 100,0 
Total 195 100,0 100,0 
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Exclusive reservations 
Cumulative 
Frequency Percent Valid Percent Percent 
Val id Not important at ali 3 1,5 1,5 1,5 
Not important 43 22,1 22,1 23,6 
Neither important, nor 92 47,2 47,2 70,8 
un important 
Important 38 19,5 19,5 90,3 
Very important 19 9,7 9,7 100,0 
Total 195 100,0 100,0 
Special customer treatment 
Cumulative 
Frequency Percent Valid Percent Percent 
Val id Neither important, nor 10 5,1 5,1 5,1 
un important 
Important 73 37,4 37,4 42,6 
Very important 112 57,4 57,4 100,0 
Total 195 100,0 100,0 
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Priority tender embarkation/ disembarkation 
Cumulative 
Frequency Percent Valid Percent Percent 
Valid Not important 6 3,1 3,1 3,1 
Neither important, nor 48 24,6 24,6 27,7 
unimportant 
Important 89 45,6 45,6 73,3 
Very important 52 26,7 26,7 100,0 
Total 195 100,0 100,0 
Invitation to special onboard events 
Cumulative 
Frequency Percent Valid Percent Percent 
Val id Not important at ali 1 ,5 ,5 ,5 
Not important 24 12,3 12,3 12,8 
Neither important, nor 86 44,1 44,1 56,9 
unimportant 
Important 60 30,8 30,8 87,7 
Very important 24 12,3 12,3 100,0 
Total 195 100,0 100,0 
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Descriptive Statistics 
N Minimum Maximum Mean Std. Deviation 
When deciding on a cruise 195 1 5 1,37 ,818 
company, 1 am not 
interested in bargain 
hunting. 
When choosing a cruise 195 1 5 4,17 1,01 4 
company, 1 compare priees 
of different companies to be 
sure 1 get the best value for 
money. 
When choosing a cruise 195 1 5 2,29 1,121 
company, the port is the 
most important factor. 
1 would try an alternative 195 1 5 3,55 1,041 
cruise company if its loyalty 
program offers 1 OOUSD 
discount. 
1 would try an alternative 195 1 5 4,00 1,112 
cruise company if its loyalty 
program offers at !east 3% 
discount of the next voyage. 
When 1 choose a cruise 195 1 5 3,47 ,975 
voyage, 1 prefera cruise 
company that 1 know best. 
Valid N (listwise) 195 
293 
When deciding on a cruise company, 1 am interested in bargain hunting. 
Cumulative 
Frequency Percent Valid Percent Percent 
Val id 1 2 1,0 1,0 1,0 
2 8 4,1 4,1 5,1 
3 6 3,1 3 ,1 8,2 
4 29 14,9 14,9 23,1 
5 150 76,9 76,9 100,0 
Total 195 100,0 100,0 
When choosing a cruise company, 1 compare priees of different companies to be sure 1 get 
the best value for money. 
Cumulative 
Frequency Percent Valid Percent Percent 
Val id Stronqly disaqree 2 1,0 1,0 1,0 
Somewhat disaqree 20 10,3 10,3 11 ,3 
Neither agree, nor disagree 14 7,2 7,2 18,5 
Somewhat aqree 66 33,8 33,8 52,3 
Stronqly aqree 93 47,7 47,7 100,0 
Total 195 100,0 100,0 
---- ------------- ----------------- - - --- ----------
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When choosing a cruise company, the port is the most important factor. 
Cumulative 
Frequency Percent Valid Percent Percent 
Val id Strongly disagree 64 32,8 32,8 32,8 
Somewhat disagree 45 23,1 23,1 55,9 
Neither agree, nor disagree 56 28,7 28,7 84,6 
Somewhat agree 26 13,3 13,3 97,9 
Strongly agree 4 2,1 2,1 100,0 
Total 195 100,0 100,0 
1 would try an alternative cruise company if its loyalty pro ram offers 1 OOUSD discount. 
Cumulative 
Frequency Percent Valid Percent Percent 
Val id Strongly disagree 10 5,1 5,1 5,1 
Somewhat disagree 21 10,8 10,8 15,9 
Neither agree, nor disagree 45 23,1 23,1 39,0 
Somewhat agree 89 45,6 45,6 84,6 
Strongly agree 30 15,4 15,4 100,0 
Total 195 100,0 100,0 
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1 would try an alternative cruise company if its loyalty program offers at least 3% discount of 
the next voyage. 
Cumulative 
Frequency Percent Valid Percent Percent 
Val id Strongly disagree 8 4,1 4,1 4,1 
Somewhat disagree 16 8,2 8,2 12,3 
Neither agree, nor disagree 24 12,3 12,3 24,6 
Somewhat agree 67 34,4 34,4 59,0 
Strongly_ agree 80 41,0 41,0 100,0 
Total 195 100,0 100,0 
ANOV AT ABLES 
Descriptives 
Advance information on special sailings 
95% Confidence 
Std. lnterval for Mean 
Deviatio Std. Lower Upper Mini rn Maxi 
N Mean n Error Bou nd Bou nd um mum 
Holland 195 2,73 ,727 ,052 2,63 2,83 1 5 
America's 
The 195 3,40 ,706 ,051 3,30 3,50 1 5 
Princess 
NCL 194 2,87 ,983 ,071 2,73 3,01 1 5 
Total 584 3,00 ,864 ,036 2,93 3,07 1 5 
- -----, 
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ANOVA 
Advance information on special sailings 
Sum of Squares dt Mean Square F Sig. 
Between Groups 49,088 2 24,544 36,952 ,000 
Within Groups 385,910 581 ,664 
Total 434,998 583 
Descriptives 
Advance notice of new itineraries 
95% Confidence 
lnterval for Mean 
Std. 
Deviatio Std. Lower Upper Minim Maxim 
N Mean n Error Bou nd Bou nd um um 
Holland 195 3,70 ,722 ,052 3,60 3,80 2 5 
America's 
The 192 3,61 ,661 ,048 3,52 3,71 1 5 
Princess 
NCL 195 3,17 ,787 ,056 3,06 3,29 1 5 
Total 582 3,49 ,760 ,031 3,43 3,56 1 5 
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ANOVA 
Advance notice of new itineraries 
Sum of Squares df Mean Square F Sig. 
Between Groups 30,785 2 15,392 29,249 ,000 
Within Groups 304,700 579 ,526 
Total 335,485 581 
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Descriptives 
Diversity of extra onboard services 
95% Confidence 
lnterval for Mean 
Std. 
Deviatio Std. Lower Upper Minim Maxim 
N Mean n Error Sound Sound um um 
Holland 195 4,60 ,653 ,047 4,51 4,69 2 5 
America's 
The 195 4,36 ,677 ,048 4,26 4,45 2 5 
Princess 
NCL 194 4,43 ,591 ,042 4,34 4,51 3 5 
Total 584 4,46 ,648 ,027 4,41 4,52 2 5 
ANOVA 
Diversity of extra onboard services 
Sum of Squares dl Mean Square F Sig. 
Setween Groups 6,010 2 3,005 7,300 ,001 
Within Groups 239,161 581 ,412 
Total 245,171 583 
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Descriptives 
Exclusive newsletter and monthly email 
95% Confidence 
lnterval for Mean 
Std. 
Deviatio Std. Lower Upper Minim Maxim 
N Mean n Error Sound Sound um um 
Holland 195 2,76 ,777 ,056 2,65 2,87 1 5 
America's 
The 195 3,51 ,661 ,047 3,41 3,60 2 5 
Princess 
NCL 195 2,48 ,782 ,056 2,37 2,59 1 5 
Total 585 2,92 ,858 ,035 2,85 2,99 1 5 
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ANOVA 
Exclusive newsletter and monthly email 
Sum of Squares df Mean Square F Sig. 
Between Groups 109,487 2 54,744 99,387 ,000 
Within Groups 320,574 582 ,551 
Total 430,062 584 
Descriptives 
Exclusive reservations 
95% Confidence 
lnterval for Mean 
Std. 
Oeviatio Std. Lower Upper Minim Maxim 
N Mean n Error Bou nd Bou nd um um 
Holland 195 3,94 ,820 ,059 3,83 4,06 1 5 
America's 
The 193 1,88 ,881 ,063 1,75 2,00 1 4 
Princess 
NCL 195 2,14 ,879 ,063 2,02 2,27 1 5 
Total 583 2,66 1,258 ,052 2,55 2,76 1 5 
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ANOVA 
Exclusive reservations 
Sum of Squares df Mean Square F Sig. 
Setween Groups 492,015 2 246,007 332,307 ,000 
Within Groups 429,375 580 ,740 
Total 921,389 582 
Descriptives 
Invitation to special onboard events 
95% Confidence 
lnterval for Mean 
Std. 
Deviatio Std. Lower Upper Minim Maxim 
N Mean n Error Sound Sound um um 
Holland 195 4,41 ,736 ,053 4,31 4,51 2 5 
America's 
The 195 4,09 ,761 ,054 3,98 4,20 2 5 
Princess 
NCL 195 4,03 ,815 ,058 3,91 4,14 · 2 5 
Total 585 4,18 ,788 ,033 4, 11 4,24 2 5 
302 
ANOVA 
Invitation to special onboard events 
Sum of Squares df Mean Square F SiQ. 
Between Groups 16,475 2 8,238 13,841 ,000 
Within Groups 346,390 582 ,595 
Total 362,865 584 
Descriptives 
Onboard priee reduction -
95% Confidence 
lnterval for Mean 
Std. 
Deviatio Std. Lower Upper Minim Maxim 
N Mean n Error Bou nd Bou nd um um 
Holland 195 3,99 ,831 ,060 3,87 4,11 1 5 
America's 
The 195 2,72 ,763 ,055 2,62 2,83 1 5 
Princess 
NCL 195 3,91 ,632 ,045 3,82 4,00 2 5 
Total 585 3,54 ,945 ,039 3,47 3,62 1 5 
303 
ANOVA 
Onboard priee reduction 
Sum of Squares df Mean Square F SiQ. 
Setween Groups 196,680 2 98,340 176,352 ,000 
Within Groups 324,544 582 ,558 
Total 521,224 584 
Descriptives 
Priority tender embarkation/ disembarkation 
95% Confidence 
lnterval for Mean 
Std. 
Deviatio Std. Lower Upper Minim Maxim 
N Mean n Error Sound Sound um um 
Holland 195 4,69 ,527 ,038 4,61 4,76 3 5 
America's 
The 195 4,59 ,562 ,040 4,51 4,67 3 5 
Princess 
NCL 195 4,63 ,555 ,040 4,55 4,70 2 5 
Total 585 4,63 ,549 ,023 4,59 4,68 2 5 
304 
ANOVA 
Priority tender embarkation/ disembarkation 
Sum of Squares df Mean Square F Sig. 
Setween Groups ,947 2 ,474 1,577 ,208 
Within Groups 174,769 582 ,300 
Total 175,716 584 
Descriptives 
Special collectable gifts 
95% Confidence 
lnterval for Mean 
Std. 
Deviatio Std. Lower Upper Minim Maxim 
N Mean n Error Sound Sound um um 
Holland 195 3,01 ,812 ,058 2,90 3,12 1 5 
America's 
The 195 2,75 ,713 ,051 2,65 2,85 1 5 
Princess 
NCL 194 2,53 ,749 ,054 2,42 2,63 1 5 
Total 584 2,76 ,784 ,032 2,70 2,83 1 5 
305 
ANOVA 
Special collectable ~ ifts 
Sum of Squares dt Mean Square F Sl_9: 
Between Groups 22,878 2 11 ,439 19,837 ,000 
Within Groups 335,038 581 ,577 
Total 357,91 6 583 
Descriptives 
Special customer treatment 
95% Confidence 
lnterval for Mean 
Std. 
Deviatio Std. Lower Upper Minim Maxim 
N Mean n Error Bou nd Bou nd um um 
Holland 195 4,56 ,575 ,041 4,48 4,64 3 5 
America's 
The 195 4,32 ,667 ,048 4,22 4,41 2 5 
Princess 
NCL 195 4,36 ,551 ,039 4,28 4,44 3 5 
Total 585 4,41 ,608 ,025 4,36 4,46 2 5 
306 
ANOVA 
S_Q_ecial customer treatment 
Sum of Squares df Mean Square F SiQ. 
Between Groups 6,485 2 3,243 9,020 ,000 
Within Groups 209,231 582 ,360 
